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COMPARATIVE
HIGHLIGHTS
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For the Years Ended February 2829

("Operanony” and "Faancial” mmounts in tousandy of dullaes) 1590 " 1989 1988
Operations
Sales $1,378.864 $1,307,86% $1,117,309
lncome befare taxes 36,032 33,857 21,436
Provision for taxes on income 14,487 13,644 10,273
Met income ‘ 21,545 19,973 1,163
Dividends declared 5,254 3489 1,737
Per Share*
Ner income 1.2 1.13 b4
Dividends declared a0 20 10
Book value 1.53 6.57 .54
Fnancial
Working capital .94 63,739 67,171
Curment ratio 1.35:1 1.33:1 1.40:1
Shareholders' equiry 131,880 114,728 96,254
Inventories 97,609 97,532 94,635
Trade accounts receivable — net 154,529 143,845 117,535
Property, plant, and cquipment — net . 162,443 135321 142,253
Other
Shareholders ar year-end 6,200 6,200 6,100
Employees 2833 2,702 1,546

*The above histovical share duis hos been resinred 1 replect @ tu-for-ong stwek split paid as e 100% stock dividend November ¢, 1989, to shave-

holders of vecord October 16, 1989,
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OPERATING RESLILTS
nivar Corporation completed
another very satisfactory fiscal
year on February 28, 1990, with
earnings and sales hitting all-time highs.
Met enrnines rose by 8% ro $21,545,000,
or $1.22 per share, compared to $1.13 per
share for the prior year (per share figures
throughout this report have been restated
to reflect a two-for-one stock split paid
in the form of 2 100% stock dividend
MNovember 4, 1989, to shareholders of
record Ocrober 16, 1989).

Sales for the year, ar $1,378 864,000,
were up by 5% from the prior year. The
volume increase was largely the result of
a1 small acquisition in September 1989,
Inflation, at an average rate of about
1.6%, was a minor factor, as chermical
prices peaked in the carly fall of 198%
and acrually fell during the balance of
our fiscal year.

Gross margins, at 14.9%, were up
0.5% {rom last year's depressed level, and
abour even with gross margins reported
for the fiscal vear ended February 29,
1988. These gross margin levels are well
within the range expecred for businesses
such as ours.

The rare of retum on beginning eq-
uity declined ro 18.8% from 20.8% in the
prior year, reflecting an essentially static
economy that limited eamings gatns
while our equity base continued to in-
crease as & result of regular additions to
retained earnings.

Ire the United States, our operating
subsidiary, Van Waters & Rogers Inc.,
increased its coverage of the national
matket through the acquisition in
September 1989 of the stock of Hambler
& Hayes Co., a Ciba-Geigy subsidiary
headguartered in Salem, Massachusctts.

LRI RN |
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A long-time chemical distributor in the
Norcheastern United States, Hamblet &
Hayes is expected w add approximately
$30 million of annyat volume to our ULS,

“saley (gules figures throughour this report

include enly the operating resuls subse-
quent to the purchase). Shotrly afrer the
acquisition, Van Waters & Rogers Ine.'s
Boston-area operations werc combined
with those of Hambler & Hayes in
Salem.

In Canada, Van Warers & Rogers
Ltd. enjoyed its second-best year in his-
tory, the decline from last year's record
level being the resulr of an economic
slowdown thar affected peneral business
activity in Ontario and Quebee during
the second half of our fiscal year, as well
as the elimination of certain agricultural
chemical produce lines from our Cana-
dtan sales activity. Net income in U5,
dollars dipped to $4,744,000 in 1990
from $4,958,000 in 1949.

While sales voturne in Canadian dol-
lars drepped from $236,076,000 in 1989
0 $232,421,000 in 1990, the positive
effects of a stronger Canadian curtency
created the equivalent of a sales increase
in U8, dollars, up 1.2% 1o $196,512,000
from $194,102,000.

Expressed

Expressed  Exchange
in Canadizn § Reute mntl 5 3

Sales

1990 $232,421,000 ©.B455 $196,512,000

1989 136,076,000 0.8212 194,102,000
Met Income

199D $5.611,000 08455 $4.744,000

1969 6,030,000  CR222 4,958,000
DIVIDENLDS

On May 3, 1989, the Board of Direc-
tors declared & 30% increase in the regu-
lar quarrerly dividend on the shares then
outstanding, to $0.073 per share per
quarter from the $0.050 rate that had
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prevailed since May 16, 1988. The divi-
dend increase reflected the directors’
confidence in the development of the
company's operating capacity and finan-
cial screngrh.

Subsequent o the increase in cash
payout, the hoard declared a 100% stock
dividend paid November 4, 1989, to
sharcholders of record October 16, 1989,
This stock dividend had the effect of a
two-for-one stock sphic.

The stock split was approved as part
of a long-term program to increase the
number of ourstanding shares in order 1o
muke the buying and selling of Univar
shares easter and more cost-efficient, and
to improve liquidity for the shares.

Adjuseed for the splic, quarterly divi-
dends declared per share during the fiseal
year were as follows:

Deciaracion Chividend
Date Per Share
May 3, 1989 $0.075
June 23, 1989 $0.075
Ocrober 20, 1989 $0.075
January 19, 1990 $0.075

The Comporation has paid regular
quartcrly cash dividends without inter-
ruption since 1936,

CHEMCARE

In ixs firsv full year of aperation,
ChemCare™ attained the rate of growth
budgeted for the year, and has become 2
naticnally tecognized hazardous waste
management service. ChemCare pro-
vides our LS. customers with the infor-
mation and support they need to cnsure
reliable and competent collection and
dispusition of the spent by-products their

*
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manufactuting or processing operacions
generate, For our customners it geeacly sim-
plifies the complex regulatory paperwork
associated with bazardous waste manage-
ment. This unigue service has been very
well uceepted by a wide variery of cus-
tomers, ranging from national operarions
such as Delta Airtines and The Clorox
Company, to very small local businesses
such as neiphborhood dry cleaners.
Expansion of this service to Canads is
presently under study.

ADMINISTRATIVE FACILITIES

To prepare for future operating re-
quirements of the ¢company, in Mareh
1990 we exccuted a long-term lease for
the development of an office building
and adjacent computer center in the
Seattle suburb of Kirkland. The new fa-
cilivy will ermble us 1o consolidace inro
one loeation all of the corporace and
L5, divisional headouarters cxecutive,
staff, and support funictions, as well 2y
compurer operation and system develop-
ment setivities, and the centralized ac-
counting operations of the Corporation.
The computer center will be available for
occupancy in the summer of 1990, the
office building in 1991,

Development of our new next-
generarion compurer system is proceed.
ing close to schedule. Pilot testing of the
new computer system, dubbed “UVX
2000™ " was complered in early 1990.
FPhased-in intreduction of the system to
all L3, offices ts underway and is ex-
pected to be completed by the end of the
current fiscal year. To maximize the
benefics of that schedule, Van Warers &
Rogers Ine.'s regional accounting opera-
tions were consolidated in Bellevue,
Washington, pending & move to our new

facilities in Kirkland.
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QUALITY

Since its inception in 1924, our
company has established a well-earncd
teputation for integrity and quality i all
aspects of our business. )

We helieve this reputation provides
us a sohid foundarion for a formalized
quality process, and in August 1989 we
announced the commencement of a
“roral quality” training and operations
process throughout our company.

By fiscal year end, all members of
senior management had attended inren-
sive two-day training sessions at which
they learned more about the theory,
principles, and even the language of the
“quality moverment.” We are well under-
way in the process of identifying and-
training those employees who will be
responsible for our in-house quality edu-
cation cffort. Qur formalized quality
training process is Jesigned to evenrually
include every employee at every locarion,

The bedrock of this quality process
is the concept that we need to define
precisely and reach agreement on the
requirements of our CuStoTers, our sup-
pliers, and our colleagues in order to im-
prove our abiliry 1o deliver exactly what
each wants, so as to avoid the costs asso-
ciated wirh the correction of errors or
incomplete understandings.

The successful implementarion of this
formal quality process as part of our cor-
porate culture will have important cotse-
quences in a company such as ours,
where ¢rrors not only increase coses hut
have the potendal to produce subsrantial
risks or damages.
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IN MEMORIAM

This year of major aceomplishments
was marked a5 well by great sadness at
the loss of two individuals who played
important Toley in making our company
what it is today.

On February 6, 1990, Mr. Mat 8.
Ragems, co-tounder of Van Waters &
Rogers, passed away just a month short of
his 92nd birthday. Even after his rerire-
menc from the Board of Directurs in
1970, Nat Rogers was an acrive force at
Van Waters & Rogers and at Univar, He
was a man whose integrity and honesty
formed the standard by which we have
opetared since the company was founded
66 years ago. Nat's role in the develop-
ment of the Corporation was perhaps
best summarized in a resolution of the
Board passed on Februaty 23, 1990,
which referred to him as “a dominant
force at Univar” and ¢losed with the
statement, “We owe him a grear deal.”

In April we noted the death of
Edward E. Carlsen, a business and com-
munity leader with a national reputation
for his abilities as a leader of people.
*Eddie” served as a direccor of Univar
from 1976 until 1983, a period of great
change and wugh decisions. He was an
extremely valuable and supportive mesn-
bert of our team thraoughout that period.
Eddie's recirement from the Univar
Board of Directors did nat end the many
friendships he made here. His passing is 2
loss to us all,

UHIVAR AND THE
CHEMICAL DISTRIBUTION MARKET

In addition to the derailed Manage-
ment Discussion and Analysis, on the
following pages you will find a discussion
of the rale distriburors in general play in
our cconormy and a more specific discus-
sion of the Corporation's position as
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North America's leading distributor of
chemicals. We hope you find this discus-
sion useful in understanding both the
industry of which Univar is a part and
Univar's role within thay industry.

CTLOOK

Locking forward to the upcoming
year, we do not expect significant growth
in the economy. The falling chemical
prices of che past few months indicate to
us a8 combination of excess crpacity in a
number of basic chemical products, and
also a very low rate of real growth.

Our ahility to increase earnings next
year will depend on our success in ob-
taining from our new systems operacional
improvements that are greater than the
training and installation costs to which
we are commirted. Orther factors that will
affect the rate of earnings include our
futyre experience in such unpredicrable
arens as self-insured losses, environ.
mental expenditures, the investment re-
sults in our pension plan assets, the value
of the Canadian dollar, and potential
changes in fedetal tax policy.

For the longer term, we are building
powetful capabilities as a premier dis-
tributor of chemical produces. We have
clearly improved our capacities to re-
spond to regulatory change, to the de-
mand for product stewardship, and ro the
need for clear and careful analysis of the
tiskfrewnrd relarionships inherent in
various parts of our busiress.

e T T T T O I T I T T R T R I R B B R I R L B R I R R R

Strengthening of these capabiliries,
while expensive to undertake, will enable
us £0 reain our position as not only a
successful operator, but alsa a clear leader
in an industry that we belicve will expe-
rience substancial growth and consolida-
tion in the years ahead.

Wich the support of management, the
board, and our customers and supplies,
Univar employees have accomplished a
great deul in the past four years, We look
forward ro expanding and improving thar
record of accomplishment for rhe mutual
benefit of our employees, our customets,
and our shareholders.

Sincerely,

o o o

|AMES W, RERMARIT,
PRESIDENT AN
CHIEF EXECUTIVE
OFFICELR

BR0O00412
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clatively few people underseand The fitst reason is efficiency. The

the distribution industry and irs diagrams below may help explain:
significance in terms of both its

size and its contribucion to the smooth

Assume that there ‘
Manufucsiners
are five manufacturers, H S

PR R R BN B N B R Y

UNIVAR AND functioning of a modern economy. All
THE ROLE COF THE tow often in disrussions of economic each one selling a
INSTRIBUTOR matners, the diseriburor is dismissed as single product o each

nothing maore than a “middleman,” a of five customers.

! sort of economic leech who adds cost Accordingly, each

. without providing real service or adding manufacrurer is ‘

+ value. calling on each

:  Even the nomenclature surrounding customer, delivering

distribution activities is confused. Terms  + product to each cus- .
such as “wholesaler,” “dealer,” "represen- romer, and billing and col-

"

rative," “distributor,” and “outlet” are » lecting from each customer,
used interchangeably, Whatever the . Bach of these interfaces oo .
name, however, the acrivities of thase v takes time and costs money,

and there are twenty-five such
interfaces within this group of five

engaged in distribution form an impeor-
tant segment of our economy. Recent
figures developed by the Mational
Association of Wholesalers/Discributors
indicate that U5, wholesale disrributors:

buyers and five sellers.

Introducing a distributor drops the
number of interfaces dramartically,
and the pattern (in which

« generate annual sales of $1.6 rrillion,

R R R R R RN B R RN

+ have total annual payrolls of $140 each manufacturer calls on Munifaceurers U
+  hillion, the distrtbutor and the ‘
+ employ 5 million people, distributor calls on each | u
+ pay raxes of more than $70 billion, customer) now looks ' U
and Tike this, with the Disertcter

+ represent mote than 5% of America's
GNP
Obvisusly, this industry did not grow
to its present size without making real

number of interfaces
cut o ren. e,
.
Because of the .

mathematics involved,
the percentage reduc-
tion in the number of pos-

economic contributions o our society —
and to our customers and suppliers, as
well.

We are often asked, “Why doesn't
the manufacturer simply eliminate cthe
middleman and keep the additional

¢

Cusipmers

sible interfaces increases
dramatically as the number

of manufacturers and custamets
profit?™ The answer is that — for a in the example increages, For example, in
a market consisting of 100 manufacturers
and 100 customers, 10,000 interfaces are
available, but with the introduction of 2
distributor, the pattemn is simplified to
200 interfaces.

R

nurnber of reasons - the manufacturer

cannat provide a competicive level of
service to thousands of smaller usery of
his products.

B kAR REA YRR
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The simplification is not purely
marhemarical; it is logisrical, as well.
Threugh a distributor, customers arc able
to purchase many different products from
different manufacturers with one order,
one purchase order form, one delivery,
and one invoice, Manufacturers are
spared the transactional costs and incon-
venience of frequent sales calls, deliver-
ies, and billings to a large number of
diverse customers of all sizes, spread
across a wide geographic area,

Clearly, a cotporation like Univar,
which sells the products of hundreds of
manufacturers to over 100,000 customers
throughout the 1.5, and Canada, sim-
plifies the flow of information, services,
and products between manufacturer and
consumer. In doing so, it provides o valu.
able gervice to both,

If the first reason for the presence
of a “middleman” is logistical and trans-
actional efficiency, then the second is
effective use of resources.

Systerns of distribution requice dedi-
cated capital to build and maintain
warehouse and delivery systems. They
require working capital to support the
investment in inventories and accounts
receivable. And they requite talented,
customer-oriented people w provide
service and field suppaort.

Maost manufacturers, given an alter-
tative, would prefer to use their resourees
— both personnel] and dollars — for
projects that improve matafacturing
capacity and lower manufacruting cost,
or for research and developraent efforts
aimed at new, unique, or highly profit-
able specialty products.
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Since a manufachurer is pot ina
position o gain the structural efficiency
of the distributor in the diagram abave,
the altemative of compering as a distri-
butor, sclling only his own manufactured
goods, is nat an artractive one, either in
teerns of his alcernarive uses for his capi-
tal ar in terms of his ability to compete
with mulei-source distributors,

It is interesting to note that one of
the halimarks of an advanced economy is
a well-developed distribution system. ft is
the distribution portion of the economy
that provides the elasticity and response
between manufacruring (where it is
difficult and expensive to change outpur
levels or produce lines quickly) and
demand, which can fluctuate wildly.
When something becomes an overnight
fad, it is the distribution system which
reacts to put the product on retailers’
shelves immediately and keep it chere
unitil the fad passes. Similarly, when un-
expected winter weather hits, it is the
distribution system that has the local
inventaries to provide the deicing fluid
1o keep airplanes flying and the caleium
chloride and salt used to conrrol ice on
City siToets.

I well-developed free econamies, the
responsibility for making goods available
at the level of the consumer — whether
that consumer is a1 individual ot an
industrial or commercial organization —
has been assumed in large part by distrib-
utors, who form a vital, growing, and
profitable element of sur society.
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Conversely, underdeveloped econo-
mies generally suffer from rhe lack of a
responsive distribution system. In the
planned economies of the USSR and
Eastern Europe, for example, while goods
are protuced to a plan, they are typically
not available in the right quantiries, a
the right time of year, at the right quality

the contriburion is even more pro-
nounced. for the reasons discussed below.
In the discussion of the industrial
chemical distribution market that
follows, the figures refating to the size of
the markers and the number of comperi-
tors involved are taken from sources
which have focused on the United Stares

CEC I R I TR B R R Y
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levels, or where personal or industrial markets available ro Van Warters &

CONSUTTETS Can get easy access to them. Rogets Ine. and do not include Canada. WITH HEXT.
The planners are able to preduce darms, However, the Canadian market is very GENERATION
steel mills, and teacyors, but ehey have similar in strucrure, although chemical COMPUTER
been unable w davelop a digtribution sys- distribution acriviry in that country is at TECHNOLOGY AND
tem capable of delivering the products to only about 109 of the Jevel of that in the  ° SATELLITE LINKS,
the place and at the time they are US. Thus a eambined U.5 /Canada OUR NEW "LIVX 2000"
needed. analysis would involve increasing the COMTUTER
8o does the much-maligned middle- industry figures provided below by NETWORK WILL
man actually contribute anything, or approximarely 10%. FORM THE BASIS FOR
dees he simply represent another layer of Although ehe chemical manufactur- CUR BUSINESS
cost! ing industry has a real growth race that INFORMATION AND:
. Ask the consumer, who elects to buy continually ourperforms the GNP, an TRANSACTION
household goods from a departinent store - increasing propottion of its ourput is NEEDS, AS WELL A5
or local hardware store, tather than from being sold chrough distribytors. As a ENABLING LIS T()
the manulacturer, The customer values result, chemical diseributor sales are _+ PROVIDE IMPORTANT
the availabilicy, the selection, and the estimated to be increasing at a rate 15%- }‘ YALUE-ADDED
local inventories. 20% above char of the chemical manu- "i SERVICES TO OUR
Our customers — commercial and facturing industry, a continuation of a CUSTOMERS,

industrial consumers — are mativated by
the same advantages when they buy the
chemicals theit manufacturing and
production processes require.

lorig-term erend of distribueors inr,rcasi.ng!".’

their total percent of market share, |
The distributors’ incressing market

share i the result of increased demand

for a widet variety of specialty products,

which are typically sold in smaller

istriburors in peneral take a

valuable contriburion to the

function and health of cthe
economy. Within the segment of the
distribution industry where Univar
operates, indusrrial chemical distriburion,
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quanrtities; an increasing inrerest on the

part of manufacturers in using their

financial and organizacional capabilities
tiy focus on improved manufacturing and

R&D, and the ingreasing levels of com-

plication required to operate a field dis-

eriburion system under successive waves
of fedecal, stare, and local regulation.

Chemical manufacrurers in general are

electing to concentrate their effores on

activitics aimed at obtaining the sus-
tained competitive advantages available

1o the low-cost producers wich the most

effective new produet development

programs.

The U.S. chemical industry produces
approximately $278 billion of product
annually. OF this production, we estimate
that $14 hillion., or approximately 5%, is
sold through almost 1,000 distributors.

« Univar's U8, subsidiary, Van Waters
& Ropers [ne., is the largest single
entrant in this distriburion market,
with sales of approximarely $1.2
billiun.

» The top 50 competiturs make up
slightly over 50% of the market, The
balance of the sales is shared hy some
930 campanies with total sales of ap-
proximately $6.7 billion.

+ Of the top five companics, two are
affiliates of oil companics, two are
pure distributors (Urnivar is in this
category), and one is afiliaged with a
cherical manufacourer. Of the five,

+  four are publicly held and one is
private. Below the top 50 companies,
the industry, with few exceptions, iy
privately held and engaged solely in
diseribution. ‘
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The larger participants "f
in the macket are generally |
growing faseer than cheir

number of pacticipants in the
indusiry is being reduced and
the trend toward concentrarion
is moving at an accelerating
pace. The peinciple reasons
for this concentration

are as follows:

+ Fewer
COMPAnics
are entering
into the chemical
distribution business,

A dramatically increased
volume of repulations, restricted
insurance capacity, potential envi-
ronmental liabilities, and lenders’
concems have made stavc-up of o
chemical distribution operation

~ considerably less attractive.

+ The cost of repulatoey compliance is
steep for those already in the chemi-
cal distribution business, A vast body
of repulations his been enacted at
virtually every level of government
within the past few yenrs, covering
health, safery, drug conrrol, environ-
mental, storage, Transportation,
Jabeling, and public and worker right-
to-know. This requires a larger and
furger buse of profitable sales to cover
the cost of the techpical, lepal, and
OPErATIONS EXPErtise Necessary 1o
support the business. As chese pres-
sures increase, the smaller competi-
rors in the marker will be forced into
metgers ot be acquired by larger com-
panies 5o as to acrain the critical mass
necessary for proficable petformance.

.
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«+ Insurance is expensive, and some
types of insurance (for examiple, envi-
rammenizal Liability) are almost -
possible w obtain, The privace owner
of 2 chemical disiribution company,
who often has substantiadly sll of his
ner worth tied up in his business, is
therefore unconnforiably expased,
since no marter how well operatéd
his company may be, the potentiat for
major uninsured loss is always
present.

+ Compunies attempting 1o withdraw

+ from the chemical tisnribution busi-

Y ness face hurdles in disposing of real
estace that has been vsed for chemi-
cah storage and handling. Similar
problems relate to the selling of the
companies in A stock transaction,
hecause o sule of the corporanon's
stack {rather than its assets) may
rransfer undefined liabilities w the
suceessor awnership,

Consultants who fotlow the industry
are also anticipating an increased level of

“parrnering” hetween chemical munufac-

turers and their distributors. As this trend
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develops, it is cxpected that manufaceur-
ers will sell cheir produces w a more
limited number of distribucors who can
provide berter strength in such areas as
produgt stewardship, safery, quality con-
trol, operational expertise, insurability,
and financial strength, .

These factors pasition Univar well for
future growth. We are the macket leader
in an indusery that has several trends sup-
purting a highly favorable growth rate
and that also is significanly less cyelical
than the chemical manufacturing
industry.

As a publicly held and finaneiatly
strong company, we have access to the
capital markers, su that financing for
worthwhile projeces or groweh is consis-
rencly availsble. These financial capaci-
ties are important to our suppliers in
their selection of discribution armnge-
ments and to our customers, who look fur
vur abilicy to keep up with the faesr
technologics, maintain full-serviee facil-
iries, and corry nventorics and accounts
receivable even in times of difficult busi-
ness conditions.

Last, and perhaps most imporrant, we
have assembled w1 weam of highly mocd-
vared and qualified employees who pro-
vide the expertise necessary 10 mainain
our leadership in this increasingly com-
plex warld. The Corporation is invalved
in a pragerive effort 1o capitalize on its
serengehs in preparing for the chemical
Jistribution indusery of the future,

Owver the past two years we have been
engaged i an exciting project that we
helieve will revolutionize the way we do
husiness. The development of our new
next-generation UVX 2000 computer
systern has requited a major comminment
of the Corporation's resources, [t we
believe the investment is a wise one.
With the completion eacly in 1990 of
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THE SAFE, EFFICIENT
HANPLNG OF ALL
PRODLCTS, PRY

QL LIQUIEY, 15 A

TP FRIORITY.

1 ARDLTION T
RICROLS TRAINING
ANDETRKTT
PROCEDURES, THE
CUIWPANY HAS AN
AR ING PROGRANM
OF UPGRADING
EMISTING FACHITIES
AR RULLIING

WIW LNES TO
ACCOMODATE
INCREASIHGLY
HTRINGENT
ENVIRCONMENTAL
STANPARLIE.
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suceessful pilot testing of the satellice-
supported computer network and the
software that will power our
day-to-day business
systeins, we are expanding
our focus o develop new
ways of harnessiog UVX
000" capocitics wo
improve our business op-
erarions and planning
funcrions,
For example, adapting
mathematical vperations
rescarch models to the
customet secvice func.
tions of chemical distri-
bution will athow us 1o
utilize the extensive hardwarc
capabitiries of UVX 2000 w
minimize inventory scocking, while

maximizing our ability to supply our
customers' requiremenes correctly the
fitst time, :

Ve are currencly taking o leadership
pesicion in the development of an in-
dustrywide program which will introduce
asingle bar coxle wentification standard
into the labeling of chemical products.
These standards, when complers and in
wide use, will greatly simplify the
interface hetween product, accounting
system, and purchasefsale documenta.
tigny, While widely used in the grocery
and reeail industries, the we of bar
coding is new to our chemical operations,

i addition, we are in the early stages
of developing operanwonal technology
thar integrates computer capability with
bar codinp and scanning devices in che
customer order picking and shipping
functions within our own warehouses,
The rechnology will ingrease our ware.
howsing and delivery efficiency by sim-
plifyirg order picking processes and
miniunizing paperwork and the chanee
for human error.
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An increasing proportion of our
business, wich suppliers and customers
atike, is done o a computer-to-compurer
basis, Electronic Data [nterchange, or
EDL, reduces the potencial for human
ercor inherent in a transaction which
may invelve several Liyers nﬁr:msf&rri:‘ng
and copying information. The capabili-
ties of our new system will enable us o
expand our use of B0, penerating more
efficiencies apd savings in operating
costs, whale further reducing error,

A major element of our produce
stewardship program, the Marerial Safery
Dara Sheer, or MSDS, provides updared
mformation un the technical speeifica-
tions, refevant health and safery precau-
tions, and emergency medical crearment
informarion relaring to each of the
thousands of chemical produces we dis-
tribute. These sheets are issued €0 cus-
romers upon first purchase of o product
and are reissued at least once a year, or
whenever there s any change o the
technical daca on the MSDS. The
manual or semiosutomated development,
updaring, and distribution of MSDSs has
been greatty simplified by our move to a
computer-generated MSDS system. We
mtend to strearline the process further,
acd sive pitor eesting the use of Elecoronic
Datar [nrerchange (o reczive MSDS
information on products
directly from
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manufactuters’ computers rather than
manually receiving and re-entering the
data,

The eoncepr of developing strategic
alliances with major suppliers is an
important part of the Corpuration’s
Strategic Vision, which was discussed in
detail in our 1988 annuat report 1o share-
holders, Sitce then we have been Jdevel-
uping and strengthening alliances, which
are based on using the combined experi-
ence and insight of Univar and its sup-
pliers to develop innovative solutions to
common challenges and common needs.
Already, we have scen positive results.

We have improved our operations
through sharing a nuraber of ideas with
cur supplier partnets, and have imjraved
scewardship efforrs that focus on inereas-
ingly stringent facilicy audits. We are
working with supplicrs to develop inno-
vative approaches that will serve densely
populared and highly regulated markets
mote efficiendy. We are also testing the
use of new packaging options for fiquid
chemicals thar minimize the problems
awociated with cleaning, disposal, ot re-
condirioning of tradirional meral drums.

In addition to the strategic alliances
being developed with suppliers, Univar is
actvely involved in a number of hoth
distributor and chemical indusory associa-
fims. These provide a foruin for sharing
and implementing ideas that will provide
for better performance and improved
reliability in customer service, and for
developing industry operating standards
intended to raise the level of safery and
epvironmental performance across the
full spectrum of companies in the
industry.

Py e oA ML AL RED

Substantial effort has gone into
ensuring that our products move
from source to CUSTOMmEr OVer -
the most reliable transporca-
tion network pussible. We
recently completed the
{irst phase of a major
anatysis of our use of
COIMINUIN CAITIErS,
focusing nidally on
those used for less-chan-
truckload (LTL) orders. An
exhaustive evaluation was conducred of
30 carriers, assessing their safety record,
financial soundness, Insurance coverage,
manageent stabitity, customer reguire-
ments, and other key factors. Long-term
“partnershipping” agreements were
signee with the op 17 carriers, who witl
handle LTL detiveries thar are not sent
our on our own fless of vehieles, The
result is significant savings inour LTL
costs, and service commitments from the
carriers, which will enable us w0 provide
customers with the quality response they
dJdemand,

Our ability to satisfy the special
requiresnents of customers — through
custom blended or packaged products, or
with “just in rime” deliveries that mini-
fize customer inventories — is ericical
to the eustomer who cither because of
physical limitations of his own facilities
or because of his unique manufacturing
processes reguires special service,

We are always looking for ways 0
improve the service we provide. One area
of particular interest is the puckaging of
the products we sell. As a result. we cur
tently are pilot testing entirely new cou-
tainer rechnology for use in our bulk
liguid delivery systems. Innovations
tested successfully in one produer seg-
ment wil find useful applications in
other product and marker segments,

as weil.

O

e N

R T T R I

BR0O00419



LISINGT A
TRANSTORTATION

METWRORK
CLNSISTING OF
OLUR WS FLEET OF
MORE THAR 1,200
VEIICLES AMEY LY
MAJI UM N

CARRIERS, WE

DELIVER CHEMICAL

PRODLATS FROM
MORE THAN 100
VI sl CHEMICAL
CETRIBUTION
FACIITIES TO
CUSTOMERS
THROUTHOUT
NORTH AMERICA,
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Our harardous waste management
service, ChemCare, also was destened o
help meec the special needs of chemical
users. ChemCare helps our customers
solve n series of difficulc legal and regula-
tory chablenges they face in the disposi-
tion of the waste or spent ¢chemicals their
processes generate,

Univar is & participant. in Responsible
Carc™ , an industry initistive sponsored
by the Chemical Manufacturers Associa-
tion that addresses public concerns about
health, safety, and environmental issues,
and mandates specific codes of manage-
ment pracrice and standards for reducing
emissions, cransporring chemicals, estab-
Jishing emergency planning procedures,
and ocher key issues.

As part of its ongoing commitmern
1o good citizenship and responsible
product care, Univar encourapes em-
ployec participation in activities direcred
toward improved safety relating to usage
of chemical produces. Examples of this
involvement include: assisting in rhe
training of local fire departmenes and
other “first responders” in effective re-
SpONSE (O emergency sicuations invelving
chemicals: reaching product hundling
and safety classes at che community
college level; and organizing and present-
ing discussions a6 the elementary school
level on the safe use and disposal of
household chemicals,

The Corparation is eonrinuing a long
history of continually upgrading its
physical facitities. During the past year, a
new office, warchouse, and rank farm was
built in Omaha, Nebraska, which
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allowed for the conselidation of the dual
aperarions that had been in place there
since our 1986 acquisition of MeKessan
Chemical Co.

Consteuction began on new facilities
in Carencro, Louisiana, and Winnipeg,
Manitoba, und design work is currently
underway for majar plant replacement
projects in the Los Anaeles area and in
Montreal. The Corporarion's financial
srength is 2 vital factor in our ability
continucusly replace and upgrade our
facilities for safe, efficient, and environ-
mentally sound operations,

All of these activities are being
underraken with the objective of pre-
serving and enhancing our leadership in
the chemical distriburion industry. We
helieve thar they help 1o demonstrate our
commitment to good corporate citizen-
ship and to responsible, ethical operas
tians. Qver the long term, our consistent
pursuit of these objecrives has benefired
and will continue to benefit our share.
holders and employees by benchicing our

coMmTiunilies and our customnen.
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RESULTS OF OPERATICONS

ates in the fiscal year ended

February 28, 1990, were

$1,378,864,000, 5% higher than
in 1989, reflecring a relatively flar econ-
omy in the 1U.S. and Canada, Real vol-
ume increases for the year of approxi-
mately 3.4% represented our conrinued
penetration into certain target markets as
well as the result of a small acquisition
during the year. Iuflation, at 1.6%, was
substantially lower than in recent years.

Giross margin percentage, at 14.9%,
was up 0.5% from the prior year, reflect-
ing a slight change in our mix of business
157 2 higher proportion of through-
warehouse business, which carries higher
gross margins and correspondingly higher
opetating expense loads, as compared o
direcr carload business.

Cperacing expenses as a percent of
sates were 11.5% in 1990 o5 compared to
11.1% the prior year, the result of the
chanpe in business mix discussed above,
coupled with additional operating ex-
pense laads in the arcas of safety, quality,
environmental responsibilicy, and com-
pliance with a highly complex and rap-
idly expanding regulatory system, all of
which are necessary to retain our leader-
ship position in our industry. Although
they have contributed to higher operat-
ing expense levels, these investments in
our business are necessary to adequarely
fund our response to increasingly high
expecrations of the public,

Intercst expense for 1990 increased
approximately $1,666,000 from the prior
year, primarily as a result of higher over-
all average interest rates, partiatly offsct
by interest costs on certain projects that
were capitalized.

CORPDRAT‘.ONV]DQO ANNUAL REPORT

Met income in 1990 was $21,545,000,

* up 8% from 1989, marking the second
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consecutive year of record earmings.
These results, which were achieved de-
spite a low-growth econamy and the in-
cremsed expense loads discussed above,
underscore our continued success in as-
similating the operations of McKesson
Chemical Co., acquired in November
1986.

The relarively stronger economy of
198% compared to 1988 was reflected in
1989 sales of $1,307,865,000, 17% higher
than in 1988. The Corporation made
significant gains in marker share during
1969, as approximately 9% of the in-
creased sales levels resulted from real
volume increases.

Gross margin prrceniage in 1989 was
14.4%. or approximately 0.5% below the
gross margio percentage of the
ptior year, This decline in
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GROSS MARGIHN AND OPERATING

_ EXFENSES
{ross MATgin PETCENIAge Was {otliors of dellars}
almost entirely the result of a
decling in the percentage of 210
warehouse sales from 1988 wo 200
1989, Warchouse sales, as S

mentioned ahove, carry higher
gross margin percentages along
with correspondingly higher
operating expense loads, Asa
result of the change in the mix
of our business and ather post-

Qperatmy Expenses

acquisicion efficiencies, oper-

ating expenses in 1989 were 130

11.1% of sales as compared to
12.3% of sales the prior year.

120

lnterest expense,
$11,443,000 in 1989 as com-
pared to $10,313,000 in 1988, was up,
primarily a5 a result of increased average
inrerest rates during the period.

Met income in 1989 waz $19,973,000,
up 79% from the 1988 level, which had
been adversely affected by acquisition-

100 FY 1986 FY 1959
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related costs. This performance reflecred
the overall sirengrh in che economy in
1989, coupled with significant market
share gains made by the Corporation dur-
ity the year.

EFFECTS QOF INFLATION

For many yeats, the Corporation bag
btzett able to pass along through increased
selling prices cost increases due to infla-
tion. We sec no reason to assume that
this ability will devetiorate.

Inflacion accounted for approximately
1.6%, 8%, and 2% of sales increases in
1990, 1989, and 1988, respectively. Since
the Corporation uses the LIFO method
of inventory valuation, cost of sales re-
ported in the consolidated statements of
income ﬂppl‘oxiﬂ\ﬂ.tﬁs Current costs, and
martches those costs against current sell-
ing prices.

Although we have seen continuing
inflation over the last several years, the
Corporarion penerally maintaing mone-
tary Habilities in excess of its monetary
azsets. This position may be viewed asa
hedge against the effects of inflation,
stnce the Corporation will be able to re-
pay its net liabilities with inflated doliars.

INCOME TAXES

The Tax Reform Act of 1986 reduced
the Corporation's top federal statutory
tax rate to 34% in 1990 and 1989 from
38% in 1988, The Corpocation’s com-
bined federal, state, and Canadian effec-
Tive Tax rate was 40.2% in 1990, 41% o
1989, and 47.9% in 1988. The 1990 and
1989 figures reflect lower effective tax
rates experienced in our Canadian opera-
tions and lower LS. statutory rates, as
compared to 1988,
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In December 1989, the Financial Ac-

 counting Standards Board (FASB) issued

a new statement rhat allowed for further
delay in the implementarion of its stan-
dard on accounring for income taxes un-
til fiscal years beginming after December
15, 1991. The Corporation has elected to
defer adoption of this standard pending
final resolution by FASE of several key
issues, and anricipates adopting the stan-
dard in its fiscal year 1993, Management
does not believe that rhe adoption of this
standard will have a material effect on
the Corporation's results of operarions or
finaneial condition.

LIQUIDITY ANE CAPITAL RESOURCES

Cash provided by operarions in 1990
was $56,230,000 and was used, togecher
with outside bortowings, o finance the
Corporation's growth, capital expendi-
tures, acquisition of businesses, and
payment of dividends. Total ingerest-
bearing debr at fiscal year end 1990
was $130,223,000, as compared to
$117.673,000 at 1989 and $120,932,000
at 1988, The Corporation's tatio of total
debt to equiry was 0.99:1 ar fiscal year
end 1990, [.03:] ar 1989, and 1.26:1 ar
1988. The declining debt-to-equity ratio
reflects the Corporation's record earnings
in the last two years. Combined with in-
creasingly strong cash flows from opera-
tions, this allowed the maintenance of
relatively stable debt loads during the
period. The increase in debt at 1990 over
1989 wis used to finance the Corpora-
tion'’s continued investment in its new
computer system, which will be insealled
during the fiscal year ending in 1991.
This capitalized investnent is included
on the balance sheer as part of Consrruc-
tion in Progress for 1990.
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period.

ranges.
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ANMUAL DIVIDEND PAYOUT
(per share)

.o

FY 1984 FY 1989 FY I%0

The net of trade receivables, FIFC
inventories, and trade accounts payable
was approximately 127,176,000 ar, yeat
end 1990, $122.949,000 at 1989, and
$96,655,000 ar 1988. The approximate
32% increasc since 1988 relates primarily
to inereased trade accounts receivable,
arising from growth in sales during the

At year end 1990, the Corporation's
cutrent ratio way 1.35:1, compared 1o
1.33:1 at 1989, and 1.40:1 ac 1988, All of

these ratios are well within our target

Dividends declaced per sharc of com-
man, stock otaled $0.30 in 1990, 30,20
in 1989, and $0.10 in 1988. The Corpo-

ratiom's regular quarterly cash
dividend has been raised twice
in the past two years, from
$0.025 ro $0.09 per share in the
seeond quarter of the year
ended 1989, and to $0.075 in
the second guarter of the year
ended 199Q. Per share figures
throughout this report have
been adjusted ro reflect the
two-for-one stock split made
effective in November 1989
through the paymenr of a 100%
stock dividend.

Commen stock dividends
as a perceniage of eamings per
share were 25% in 1990, 18%
in 1989, and 16% in 1988, The
increase in cash dividends asa
percentage of camings teflects

the Board of Directors' confidence in the
development of the Corporation's oper-
ating capacity.
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Retutn on beginning equity was
18.8% in 1990, 20.58% in 1989, and
13.1% in 1988, The decline in_the rate
for the 12 months ended February 28,
1990, reflecrs the relatively static condi-
tion of the economy. This economic cli-
mate limited our camings gains while our
equity base confinued w increase as a
result of regular additions to retained
varnings. The increase for 1989 over
1988 reflects the strong state of the econ-
omy in the year ended February 28, 1989,
and substandard performanee in 1988
resulting largely from expense loads re-
lated to our acquisivion in late 1986 of
McKesson Chemical Co.

We continue to have a substantial
volume of excess capital — in the form
of real propertics held for sale and fong-
term recejvables — that is not actively
employed in the business. Principal
among these are excess land in the Los
Angeles arca and a former distriburion
facility in Datlas, Texas. When rede-
ployed, this capiral will allow us to
further reduee borrowing levels and
associared interest costs.

The Corporation has unused shorc-
term bank lines available that are
adequate to fully support its normal
operating requirerents. In addition, the
Corporarion has maintained long-tetm
credie facilities in excess of current re-
guirements. These credit facilities, com-
bined with cash flow from operations and
the proceeds from the sale and disposal of
excess capital, will, in management's
apinion, provide adequate funding for alt
anticipated short- and long-term growth
tequirements of the Corporation’s bal-
ance sheet,

.
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Capiral expenditures were
$37.573.000 in 1990 as compared to
$9.563,000 in 1989, The increase is pri-
marily the tesule of the con-
virrued development of our |
in-house computer system,
which the Company antici-

pates will be the basis for our

internal systems into the

next century. Capital expen-
dirures for the year ended
1988, 2y $17,745,000, in-

cluded a major purchase of
land for a planned facility in

the Los Angeles area.
Capital expenditures of

approximately $25,000,000

are budgeted for the year

ended 1991, and are ex-

tw Ied Jrd i Lot dod Sid dih 1t ded Db At
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pected to be financed from
FY 13900 internally generared cash,
supplernented as tequired by
existing credit facilivies.

The closing price for Univar shares on
the New York Stoek Exchange on Febru-
ary 28, 1990, was $12.25, a 48% increase
over the $8.25 share price on the same
date chree years carlier. During the same
period, the Dow Jones Industrial Average
rose to 2,627 from 2,224, an 18% in-
crease, and the Standard and Poor's 500
rose to 332 from 284, a 17% increasc.

ENVIROMMENTAL COSTS

Some risk to the environment is asso-
ciated with the Corporation's operations,
as with other companics engaged in this
or sitnilar businesses, The Compsny com-
plies with current standards relating to
the handling, storage, and transportation
of hazardous materials and in general
with laws and regulations intended o
protect the environment. Compliance

R EEE RN EE R E R R N N e o I o T R B R R T R R I R R R I I I I R R R R I R R R R R NI B BRI A B IR R

with these increasingly stringent envi-
ronmental and safety regularions is ex-
pected to result in higher expenditures
for capital and operating expense Trems.
Future expenditures thar may be required
are undefined, Their tmpact on future
results of operations cannot be estimared
because of the uncertainty which contin-
ues to exist as a result of evolving re-
quirements, the selection of technology
to meet compliance standards, and the
east atwd timing of these expenditures.

INDUSTRY CONCENTRATION

A trend toward industry concentra-
tion has been evident for some years in
the chemical distribution industry, and
management believes thar chis trend will
accelerave during the 1990s.

We do not believe that the continu-
ation of the rend toward industry con-
centration will be detrimental ro compa-
nies like Univar, which are commirtred to
the business, have the sales volume and
financial and rechnical strength tequired
1o respond to the various demands of the
market, atd have ownerships that look ro
the public marker for che company'’s
shares as the source of their investment
liquidity.
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For the Years Endad Felmuary 2829 _
(Thousands of daillars} 1590 1989 1988
T Sl . $1,378.862 $1,307,865 $1,117,309
STATEMERTS Cost of Sales 117313 1,120,139 950,464
INCORME
Ciross Margin N5, 730 187,726 166,845
Qperating Expenses 158,662 143,560 137,589
Income from Operations 47068 42,166 19,256
Other Income({ Expense) :
[ntetest on borrowed capiral (Note 1) {13,109} (11.443) {10,315)
Gain (lass) on sale of assets {90) {(152) 526
Other — net, 2163 3,286 1,960
Incume Before Provision for Taxes on Income 36.032 33,857 21,436
Provision for Taxes on Income {Notes 1 & 8) 14.487 13,884 10,273
Net Income § 2545 § 19973 F 11,063
Net Income Per Share (Nate 1) $ 12z $ 1.13 3 64

The accompanying noess ave an inesgral pove of thete Statoments,
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CORNSOLIDATED
STATEMENTS OF
CASH FLOWS
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Far the Years Ended February 28/29

(Thotsangdy of dodlars) 1990 1989 1988
Cash Flows Provided (Used) by Operating Activities
Net income $21545 $ 19,573 § 11,163
Adjustments 1o reconcile net income to
nec cash provided (used) by operating activities:
Depreciation and amorrizacion 14,383 13,788 13,693
Deferred raxes on income 9,658 1,703 (2,743}
Deferred liabilities and credits (1.864) (1,657) 2,752
Other — net L. ¥ (82) 415
Change in assets and liabilities, net of effect
of businesses acquired:
Accounts teceivable {4,703} {22,601) {13,957}
Inventaries 42714 5,504 (20,636}
Aceounts payable 5,301 684 22,152
Orther cutrent assets — net 757 1,174 all
Chthet current liabilities — net 6,297 4,815 - 12,305
Net Cash Provided (Used) by Operating Activities 56,230 23,301 26,065
Cash Flows Provided (Used) by Investing Activities
Proceeds from investments 4,577 2,748 1,188
Payment for purchase of inveskments (938} (15,241} (3,465)
Additions to property, plant, and equipment -=- net (31.513) {9,563} (17,745)
Acquisition of businesses {16,959} {3,533) -
Change in other assers — net 603 305 {189}
Net Cash Provided (Used) by Tnvesting Activities {50.290} {25,284} (20,211)
Cash Flows Provided (Used) by Fiancing Activities
Short-term borrowing — net (8172} 17,651 (10,114}
Exercise of stock options 78 115 64
Long-term debt incurred 35,000 20,000 15,397
Reduetion it long-term debe (22,233} {31,918) {2,823)
Payment of dividends (4813} (3,051) {1,737)
Net Cush Provided (Used) by Finameing Activities {140 2,797 787
Net Cash Provided (Used) . 5800 814 6,641
Cash and cash squivalents at beginning of year 7455 6,641 —
Cash and Cash Equavalerus at End of Year $13,25% § 7,455 & b,64t
Supplemental Discloswre of Cash Flow Information
Cash paid during the year for:
[nterest (net of capitalized interest) $12.497 § 10,638 $ 10323
Income taxss 4 5608 $13,115 5 8;m9

The aceompanying notes are an miegral part of these smtements.
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February 28 -
{ Thenusemds of dollars) 1990 1vae
ASSETS
Current Assers
Cash and cash equivalents $ 13,255 $ 7455
Receivables—
Trade accounts {less allowance for losses of
$2.100 in 1990 and $§,800 in 1989) 154,529 143,845
Other 6,901 B,132
Inventories (Note 2) 97,609 97,532
Prepaid expenses and other assets 3,360 2,691
Total current assets 275,554 259,655
Real Properties Held for Sale and Long-Term Receivables 29,682 33,671
Property, Plant, and Equipment (Notes 1, 3, & 10)
Land 17,394 15,260
Buildings 82,681 53,788
Equipment, 120,149 105,245
Leased property under capital leases 5,082 6,358
Construction in progress 24,225 8,821
223,53 189,672
Less accumnuiated depreciation 67,088 54,351
Met property, plant, and equipimernt 162,443 135,321
Other Assers (Note 11) 9,629 2,781
$477.408 $431,428

The accompanying notes are an integrad part of these statements.
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‘1830 1959
LIABILITIES AND SHAREHOLDERS EQUITY
Current Liabilites
Bank checks ourstanding less cash in hank $ 412 § 8669
MNotes payable (Note 9) 8,154 11,777
Current portion of long-term debe 5870 2,464
Accounts payable 148,455 140,463
Accrued payroll and other [iabilities 7,115 32,543
Total cutrent liabilities 203,14 195,914
Long-Term [Jebt, less current portion {Notes 3, 9, & 10) 116,199 103,432
Deferved Mems
Deferred taxes on income {(Motes 1 & 8} 10,475 817
Orcher deferred liabilicies and ¢redits (Notes 1 & 12) 15,140 16,535
Torat deferred items 25615 17,352
Commimments and Contingencies (Notes 10 & 127}
Shareholders' Equity (Notes 1 & 5)
Preferred stock, no par value
Authorized 750,000 shares — —
Common stock, pat value $.33'3 per share
Authorized — 40,000,000 shares
lssued — 20,118,502 shares in 1990 and 1989 6,706 PR T
Additional paid-in capiral 15.057 42,059
Betained carnings 95,229 78,938
Cumulative translarion adjustment 1469 1,31
Treasury stock, at cose, 2,597,802 shares in 1990
and 2,658,280 in 1989 {9,857} (10,055} -
Deferred stock compensation expenise (724} {879)
T'oral shareholders’ equity 131,880 114,728
$477.408 $431,428
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Dieferred
Stock Touw!
Eor the Threw Years Ended Addipional Cumalarive Compen- Shara-
Felmery 28, 1990 Commaon Paid-in Retgined  Transluion Treasery saion holders”
{ Thinusaruls of dollars) Srock Capatal Eamings  Adjusteme = Stock Expense Equiry
Balance, February 28, 1987 $3.340  $41,378  $33,028 %(1,808) ${10,142) B(728) $ 85068
Mer income — — 11,163 — — — 11,163
Exercise of stock options 2 55 e — 7 — 64
Seock awards (1,900 shares) l 37 —_ — — {38} —
Cash dividends at
$.10 per share — — {1,737) — - e (1,737)
Foreign ¢umrency
translation adjustment — — — 1,584 — — 1,584
Deferred stock
COMpPENsation expense — — - — s 112 112
Balance, February 29, 1938 3,343 41,470 62,454 (224)  (10,135) (654) 96,254
Met income — — 19,973 — — rons 12,973
Exercise of stock oprions — 35 — — 80 — 115
Stock awards (32,374 shares) 11 554 - — — (365) -—
Cash dividends at
$.20 per share — —  {3489) ars — —  {3,489)
Foreign currency
- transtation adjustment — — — 1,335 —_ — 1,535
Deferred stack
compensation experige — — — — —_ 340 340
Balance, February 28, 1989 3,354 4205 78,934 1.1 {10.055) (879) 114,728
Net income — — 21545 — - e 21,545
Exercise of stock options - 24 —_ — L] - 78
Stock awards {38,138 shares) - 326 — — 144 {470) —_
Cash dividends at
5.30 per share —_ - {5.254) - e — {5.254)
Twao-for-one stock split 3,352 (3,352) —_ - — - —_
Fareign currency
translation adjustment —_ — — 158 —-— — 158
Deferred stock
compensation expense —_— e — - - 625 25
Baladee, February 28, 1990 $6,706 $39,057 £95,229 $ 1459 § 13.857) $(724) 131,880

The accompanying notes are an intrgral part of thess staremends.
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NOTES TO CONSOLIDATED FIMNMANCIAL STATEMENTS

URINCIPLES OF CONSOLIDATION
The consolidated financial statements include the aceounts of the Corporation and it
subsidiaries. All significant intercompany accounts and rransactions have heen ehiminated.

TRANSLATION OF CANADIAN CURRENCY

The accounts of the Canadian subsidiary are translated in accordance with Sratement of
Financial Accounting Standards No. 52, which requires that foreign currency assets and
liahilities be translated using the exchange rates in effeet at the balance sheet date, Resulvs of
operations arc translated using the average exchange rates prevailing throughout the period.
The effects of unrealized exchange rate fuctuations on transtating foreign currency assets and
liahilities into WS, dollars are aceumulared as the cumularive translation adjustment in
shareholders’ equity. Realized gains and losses from foreign cumency transactions are {neluded
in net income for the period.

PROPERTY. PLANT, AND EQUIPMENT

Expenditures for praperty, plant, and equipment and for renewals and betterments thar
extend the originally estimared economie lives of assets ure capitalized at the related cost.
Expenditures for maintenance, repairs, and orher renewals are charged to expense. The
Corporation's property accounts are maincained, for the most parr, in multiple asset accounts.
In the case of normal dispesitions, the cost of property sold or retired is removed from the
property aceount and charged ro accumulated depreciation and no gain ot loss is recorded. In
the case of significant dispositions, gain or loss is tecognized.

For financial reporting purposes, depreciation has been provided wing the straight-line
method over the estimated useful lives of the related assers. For income tax purposes,
depreciation on certain assets is computed using accelerated methods.

In accordance with Staremenes of Financial Accoutiting Standards Nos. 34 and 62,
interest costs have been capitalized on major construction projects while in progress. Fnrerest
costs of approximarely $1,294,000, $738,000, and none, for fiscal years 1990, 1989, and 1988,
respectively, have been capitalized in the cost of new facilities,

SELF-IHSURARCE RESERVIES

The Corporation retains certain exposures in its insurance plan under vatous deductible
or self-insured programs. Reserves for claims made are recorded ar estimaved costs as current
liabilities. Reserves for estimated elaims incureed but not yet reported are recorded as deferred
credits.

INCOME TAXES

Income taxes are provided for all items included in the consolidated statements of
tncome regardless of the period when such irems will be deductible for tax purposes. The
principal timing differences between financial and tax reporting arise from depreciation, self-
imsurance reserves, sofoware development, and environmentaf reserves, Investment tax
credits have been recognized under the flow-through method, as a tax reducrion in the year
in which they became available,

Accumulated undistributed earnings after taxes for the Canadian subsidiary smounted to
approximately $40, 700,000 ar February 28, 1990. No provision for Canadian withholding or
Unired Srares federal income taxes is necessaty, as it is management's intention chat divi-
dends will be paid only under circumstances which will not generate additional net tax cost.

EARNINGS FER SHARE

Earnings per common share are based on the weighted average number of shares out-
standing during each year (17,728,232 for 1990, 17,603,420 for 1989, und 17,528,686 for
1988}, There is no material dilution due to outstanding stock options.
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Historical share data have been restated o reflecr the effecr of 2 two-for-one stock split paid

it the form of a 100% stock dividend November 4, 1989, to shareholders of record Ocrober

16, 1969,

STATEMENT OF CASH FLOWS

The {Corporarion considers cash on hand, certificates of deposit, and short-term marketable

securities as cash for pueposes of the statements of cash flows, The effect of changes in foreign
exchange rates on cash balances is not significant. Certain reclassifications have been made in

the prior year's statements o conform 1o the current year's presentation.

Inventories consist primarily of finished goods. The method of valuation of invenrories at

balance sheet dates was as follows:

{Thousands of dollrs) 1950 1989
At Cost (last-in. first-out method) $78.025 $79.156
At Lower of Cost or Market (average-cost method) 19,584 18,276

$87.609 $97,532

If the inventorics valued an the LIFQ method had been valued at first-m, first-our (FIFQ)

costs, they would have been $23,493,000 and $22,035,000 higher than reported at February 28,

1990, und Febroaty 28, L1989, respectively.

The long-term debr of the Corporation and its subsidiaries at balance sheet dares was as

Tollows:
{Thousaruds of dollers) 1390 1989
Sendor Debt:
Industrial revenue bonds, 72% to 88% of bank's prime, secured
by certain real propetty, payable in installments o 1994 § 2,380 $ 8400
Induserial revenue honds, 11.13%, secuted by
cetrain real propetty, payable in installments to 1993 2700 3,150
Induserial cevenue bonds, 7.25%, secured by
certait teal properry, payable in installments w 1998 2,250 2,500
Revolving credit agreement 40,000 30,000
Term credit agreement, 9.84%, unsecured, payable in equal
annual installments from 1991 o 1995 20,000 20,000
Term credit agreement, 10.17%, unsecured, payable in 1992 10,000 e
Reclassified short-term debe (Note 9) 25,000 25,000
Other 168 890
Subordinated Debt:
9.79% subordinated sinking fund debentures, payable in
installments ta 1999, net of unamottized debenture discount 2,034 2197
Subordinated note, at prime rate, secured by certain real
property, payable in installments wich balance duc in 1992 7,540 1,740
Capitalized Lease Qbliganons:
B.51% 1o 11.75%, secured by certain real property,
payable in monthly installments vo 2019 5027 6,012
122,064 105,896
Less curtent portion 5870 2,464
Ner long-term debt $116,19¢ $103,432
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Maturities of long-term debt for the fiscal years ending 1992-1995 are as Follows:

1992 $22.862
1593 3,546 _
1094 0,477
1995 : 1,450

Through a revelving credit agreement with a group of banks, the Cotporarion and its sub-
sidiary, Van Whaters & Rogers Inc., may borrow cp to $95,000,000 at prime rate, cereificare of
depaosie rate plus 7/8% or LIBOR plus 7/8%, ar the Corporation’s option. The commitment
reduces by $10,000,000 on March 1, 1990 and 1991, and expires on December 31, 1993, The
agreement also requires collecred halances of 3% on outstanding balances, or the payment of
fees in lies thereof, and fees of 3/8% on unused commitmencs.

The long-term debt instniments include provisions specifying minimum current racio,
tanigible ner worth, debrfrangible net worth meios, and net tangible assetsfidebt ratios. Under
the most restrictive of the financial ratios, the Comporation's tangible neg worth cannat be less
than $77,000,000.

VWR Corporation, in connection with its spin-off on February 28, 1986, continues to guat-
anree approximately $7,540,000 of the Cotporation's subordinared long-term debr.

(Thousands of dollers, Firsz Secomd Third Fowsth
except per share data) {hameer (Cherter {durerter (Ductrter
1989/1990
Sales 5359618 53153931 $348,048 $317,267
Gross Margin 49,215 51,406 51,301 53,808
Net Income 415 5.655 5758 5417
Net lncome par Share 27 e ¥ A2 i
1988/198%
Sules $323,973 $339419 $328,843 $315,630
Gross Margin 45,308 47,919 47,966 46,533
Met Income 4,070 6,042 5212 4,649
Net Income per Share 23 35 A0 26

The Corporation's Stock Option Plan, adopred in 1982, provides for the granting of options
to officers and key employees ro purchase Common Stock. For incentive stock oprions the
option price cannot be less than the fair market value of the Comeon Stock at the date of
grant, Non-qualified scock options may be gmnted at less than the fair market value of the
Common Stock, Options become exercisable ar the rate of twenty percent per year beginning
wwo years after the date of grant, and expire ten years after the date of grant. The maximum
number of shares available for issuance under the 1982 Plan is 244,928,

The Corparation's 1986 Long-Term lneentive Stock Plan pravides for the granting ro
officers and key employees of non-qualified stock options, incentive stock options, and re-
stricted stock awards. The terms of grant for non-qualified and incenrive options are similar 1o
the 1982 Plan; however, oprions may be exercisable as deteemined by the commirter of the
Board that adminisiers the Plan. Restricted Stock Awards (R5As) may be granted or sold to
officers and key employees. R3As may not be sold or etherwise disposed of during the estab-
lished restriction period, presently five and six years. On August 25, 1989, the sharcholders
approved an amendment to increase the maximum number of common stock shares available to
be issued under the 1986 Plan from 700,000 to 1,200,000,
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During the year the Corparation granted RSAs of 38,138 shares of stock to certain key
employees purguant to the 1986 Long-Term Incentive Stock Plan. The market price ac the
dares of granr ranged from $12.69 1o $14.56 per share. As of the dates of grant the fair market
value of these stock awards totaled approximately $500.000, which amount has been deferred
and, slong with the remaining deferred pottion of RSAs issued in prior years, is being amortized
to operations over a six-year period, At February 28, 1990, unamortized deferred stock compen-
sation expense of approximartely $724,000 is classified as such in the shareholders’ equity
section of the Corporarion's balance sheer.

The committee of the Board of Directors that administers the Plans may, at its discretion,
determine the number of shares, the purchasc price, applicable vesting periods, and any other
terms of each option or award. Options and awards include provision for acceleration of such
applicable vesting periods in the event of certain transactions that may result in a change of
control of the Corporarion.

tUnder the 1982 and 1986 Plans, a toral of 31,194 and 713,802 shares were available for
grant, respectively, at February 18, 1990.

The following cable sumninatizes activiey in the Plane:

Number af Shares

Restncted Auailald

Uinder Seack for Futurg
Oprion Awards  Oprion or Award Price Remge
Chustanding, Felruary 20, 1988 335,200 152,318 441,876 $3.81 -$997
Granred 135,838 64,748 {200,585} B2
Exercised {26,584} _— . 381 — 590
Canceled or expired {24.394) {3,324) 29918 4,1% — 872
Outstanding. February 28, 1383 419,260 1,742 272,208 i - W
Grantad _— 30,138 (38,138} 1269 - 1456
Exercisad {#5,948) — — in - 59
Canceled or expired {10,926) — 10,926 413 - 872

RSAz vasted - {30,138} -

Amendment to 1986 Plan - —_ 500,000
Outstanding, February 28, 1990 382,986 219,742 744,59 381 - 1456

Exercisahle af Febroary 28, 1930 152,934

The Corporarion and jrs subsidiaries have pension plans covering Subsu;mia!ly ull employ-
ees, excluding those employees covered by unions that operate plans independent of the Corpo-
ration or its subsidiaries. Nonunion domestic pension benefits are based on years of crediced
service and the highest five-year average compensation. Contributions o the plan are based on
the Projecred Unit Credic actuarial funding methed and are limited to amounts that are
curtently deductible for tax purposes. Contributions are intended to provide for benefits
atrribured to setvice o dare and benefits expreeted to be eamed during the plan year, based on
the projected final average compensation.

Teatal pension expense (excluding union-sponsored, collectively bargained plans) was
$2,710,000, $1,878,000, and $972,000 in fiscal years 1990, 1989, and 1988, respectively,
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The following rable sets forth the domestic plan's funded starus and amounts recopnized in
the Corporation's consolidated balance sheets at February 28:

(Thousands of dodlars) 1590 h luay
Actoarial present value of benefit obligations

Vested $32116 $ 23,685

Nan-vested 32 859
Accumvlated benefit obligation 5$32408 % 24,544
Prajected henefit obligarion 5 41,060 % 3,736
Plan assets ar fair value (33.495) (28,392)
Projected benefit obligation in excess of plan assets 1.565 3344
Unrecognized net transition obligation (390 {422)
Unrecognized prior serviee eost {707) —
Unrecognited net loss (plun changes and actuarial losses) {4,918} {1,252)

Accrued pension cost, included in accrued payrell and ather
liabilitics in the Corperation's consolidated balanee sheet $ 1550 £ 1670

Net domestic pension expense includes the following components:

{Thousands of dolis) 199 198
Service cost (benefits earned during the fiseal year) $ 1.1 $ 1,250
Interest cost on projected benefit obligation 3416 2916
Actual return, on plan assets 4187 (3.132)
Met amortization and deferral 1,317 610
Nt domestic pension expense $ 2310 $ 1,644

The weighted svetage discount rate, the rate of increase in furture compensartion levels, and
the expected long-rermy rate of verurn on plan asscts used in derermining the acruarial present
value of the projected benefir obligarions were 10%, 6%, and 10%, respecrively, as of March 1,
1990 and 1989. The expected long-term rare of recurn on. plan assers was 10% for 1988, The
warket value of assers, which consist peimarily of cash equivalents and equity securities, is as
reparted by the trustes bank serviag the pension plan,

Certain employees are covered under union-sponsoted, colleetively batgained, defined
benefit plans. Expenses for these plans were $660,000 in 1990, $607,000 in 1989, and $496,000
in 1988, as determined in accordance with negotiared lahor conrraces,

Provisions of the Multi-Employer Pension Amendments Act of 1980 require participating
employers to assume a proportionate share of a multi-eraployer plan's unfunded, vested benefits
in the event of withdrawal from or termination of such plan. Information concerning the
Corporation's share of unfunded, vested benefits is not available from plan administravors.

Provisicns of the Act may have the effect of ineteasing the level of comtributions in future years.

Employess of the Company's foreign subsidiary are covered by a pension plan. Commencing
in 1990, the Corapany was required 1o adopt cerrain accounting changes reparding its foreign
plan under Firancial Accounting Standards Board Statement No. 87, with no significant
impacr on fiscal year 1990 pension expense. Flan assets exceeded the actuarially compured
vested benefits of the plan at December 31, 198% and 1988. Pension expense under the foreign
plan was approximately $340,000 in 1990, $234,000 in 1989, and $166,000 in 1988.
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The Corpotation provides certain medical benefits ro pensioness and survivors. Substan-
tially all of the Corporation’s emplovees may become eligible for those benefits if they reach re-
rirement age while still working for the Corporarion. The cost of retiree and survivor medical
benefits is recognized as expense as claims are paid. The program went into effect on Qcotober 1,
1986, and costs under the program were not significant for any year.

Income before provision for taxes on income for the years ended February 28/29 was

composed of the following:

(Thowtands of dolfars) 19%¢ 1989 1998
Dotnestic £7.114 $24.932 $14.836
Foreign 8.253 8,925 6,600
$36,032 $33.857 $21.436
Provision for taxes on income consisted of the following:
{ Thousands of dullars) 199 1989 1988
Current—
Federal 5 3am % 6.639 56,979
State and Local 637 1,573 2,035
Foreign 1487 4,111 3342
1.5 12,323 12,306
Deferred-—
Faderal 5182 1,292 (1,917}
Stare and Local 1,558 413 {(44)
Foreign ¥ (144} {72}
6,782 1,361 {2,033}
$14,487 $13,884 $10,273

Deferred income taxes result from timing differences in the recognition of certain items for
income tax and financial statement purposes. The sources of these differences and the tax effect

of rach for the years ended February 28/29 were as follows:

(Thousands of dollars) 1990 989 1988
Depreciation $ 2,557 31,176 $ 1843
Self-insurance reserves 677 136 (816}
Envitonmental reserves 1297 649 (2,361)
Acquisition bagis allocations — net a2 {B44) —
Inventory valuation {212) {181) {545)
Software development 5414 616 —_
State income taxes {647} (109} —_
Receivable valuarion (830) — -
Alternative minimum tax credit 1,790 — —
Other — net L 118 (144}
$6.m2 $1.561 ${2,033)
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The accompanying finuncial statements reflect effective tax rates of 40.2% in 1990, 41.0%
in 1989, and 47.9% in 1988. An analysis of the differences berween these rates and the Federal
statutory rate is set forth belows

1990 [989 1888
{ Thousands of dollars) Amount .+ Percemt Amoun Pereant Amount  Fercent

Federal tax at statutory tace  $12281 MO%  $11,51¢ 34.0% $ 8146  38.0%
State taxes, net of

Federal rax benefit 1,449 4.0% 1,311 3.9% 1,234  58%
Rate differencial for

foteign imcome 703 20% 932 2.8% 62 36%
Orher — net B4 0.2% 130 0.3% M 0.5%

$14,487 2%  $13,884  410% 510,273 47.9%

The Corporation's federal wncome tax retums are closed for che year ended Bebruary 29,
1984, and =2l prior years.

In December 1987 the Financial Accounting Standards Board (FASB) issued Statement
No. 96, “Accounting for Income Taxes” (“Sratement No. 36"}, adopuing the liabilicy method of
accounting for deferred income taxes. In December 1989 FASB further extended final implem-
entation of that pronouncement by twa years. Statement Mo, 96 must be adopted by the Cor-
poratien no later than the fiscal year ending February 28, 1993, Under the provisions of
Statement No. 96, the Corporation may recognize the impacts of adoption by recording the
prior years' cutnularive effece of the new tules envively in the vear of adoption ot by restating all
financial stacements presented. While the Corporation currently does not expeer thar adoption
of Statement No. 96 will significantly impacr ehe amount of earnings reinvested in the
business, defetred taxes witl have to be adjusted to reflect federal income tax rates in effect at
the time of adoprion and o give effect to temporary differences for which no deferted taxes had
been previously provided.

Ay of February 28, 1990, the Corpotation had regular domestic and foreign short-term lines
of credit of $57,374,000, with loans against these bank lines of $7,823,000. In additien, the
Corporation had $25,000,000 of comumetcial paper cutstanding. The approximate average
agpregate shove-term borrowing and weighted average shott-term interest costs were
$40,044,000 and 2.2% in 1990, $37,475,000 and 9.2% in 1989, and $33,297.000 and 7.7% in
1988, The maximum amount of shert-term borrowing during the year was $57,914,000 in 1990,
$50,000,000 in 1989, and $46,500,000 in 1988.

At February 28, 1990 and 1989, $25,000,000 of coramercial paper borrowing was reclassi-
fied to long-term debe, bated upon available refinancing theough the revolving credit agree-
ment discussed in Nore 3.

To compensate its banks for the availability of short-term and long-retm eredir, the Corpo-
ration has informal agreements to mainrain average cash balances varying up to 5% of the
available credir, or in certain cases to pay fees in liew thercof.
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Renral expense was approximately $9,543,000, $6,613,000, and $5,554,000, for 1990, 1989,
and 1988, respectively. The Corporation and its subsidiaries oceupy some leased premises and
lease some other equipment. Leases that qualify as capiral leases, as defined in Sratement of
Financial Accounting Standards No. 13, have been capitalized. The amount of suchcapiralized
leases included in property, plant, and equipment and the related aceumolated amerrization was
$5,082,000 and $2,756,000 in 1990 and $6,558,000 and $2,671,000 in 1989, Lease amortization
is included in depreciation expense,

In March 1990 the Corporation entered into a long-term lease for a headquarters building
and compurer center. Annual lease payments are estimated to be approximarely $2,250,000
during the ren-year initial term of the lease and are not reflected in the tuble below.

Future minimum lease payments as of Fehruary 28, 1990, under capital lewses and non-
cancelable operating leases, having initial lease terms of more than one year, are as follows:

Years Ending February 28/29 Capital Creranmg
(Thousands ¢f dollars) Leases Leases
1991 $ 740 $ 6958
1992 T40 4418
1973 740 2,445
1994 740 1,713
1995 1,085 1,075
Thereafter : 5,091 1,281
Toral minimum lease payments 92,136 $17,890
Less amounts representing interest 4,109

Prezent value of net minimum lease payments %5027

The present value of the ner capital lease payments is presented in the February 28, 1990,
balatce sheet as long-rerm deb.

O September 22, 1989, the Corporation’s United States subsiciary acquired the stock of
Hambiler & Hayes Co., formerly a subsidiary of Ciba-Geigy Corporation, for approximately
$13,500,000 in eash. In connection with the acquisition the Corporation received assets with a
fair value of approxitnarely $17,900,000 and assumed liabilities totaling approximately
$4,400,000. The acquisition was accounted for as a purchase, The preliminary assets and
liahilities are included in the accompanying consolidated financial statements at values repre-
senting an allocation of the purchase cost to such assers and liabiliries, which appraximares
macket valuation. Approximately $6,000,000 has been included in orher assers pending final
determination of the fair value of the assets acquired. If che acquisition had been made at the be-
ginning of the fiscal year, the pro forma effect on sales, net income, and earnings per share for
the year ended Tebruary 28, 1990, would not have been significant,
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Because of the narure of its business, the Corporarion is involved in umerous contractual,
pradluct liability, and public liability cases and claims. The lizbilities for injurics ro persons or
property are frequently covered by liability insurance and the deduetible amd self-insured
portions of these liabilities, where applicable, have been accrued in these financial sfatements,

[n addition, Univar and related entities have been named as *potentially responsible
parties” relative to cleanup costs associated with twenty-one separate waste disposal or wasee
recycling sites that are the subject of sepatare investigations ot proceedings concerning alleged
soil and/for groundwaser poliution. On many of these sites, the Corporation could rechnically be
liable for the rotal costs of eleanup under the principle of joine and several liabilicy. However,
with respect o sach site, numerous other companies are similarly identified and as a practical
matter most of them will share in the cleanup coses. In each of these cases, the Corporation is a
“small generator” in that the Corporation’s volume of waste deliversd to the disposal sites is
thought to represent less than 2% of the total wastes st cach site.

Sixteen sites owned or formerly owned or leased by the Corporation are the subjeet of
separate government procesdings or investigations concerning alleged soil andfor groundwater
contatmination. With respect to these sixteen sites and eight other environmental matters, the
Cotporation has been ot in the future may be asked ro conrribure 1o the costs of cleanup.

While the results of the proceedings and claims against the Corporation are generally not
presently dererminable, based upon the informarion presently available, the availability of
insutance coverage, and the presence of indetniry agreements for ceetain of these matrers,
management believes that the amount of losses char might be sustained from these cases is not
likely to materially affect the Comporation's financial position or operations.

The Cotporation believes it is not pracrical to purchase broad-based liability coverage for
environmental concaminarion. It has, however, purchased substantial amounts of msurance in
cxcess of a deductible for cermin limited environmental incidents, and has provided reserves o
cover estimated remedial costs of currencly known environmental macers, where such costs are
both probable and reasonahly estimatable.

As an industrial chemical distributor and handler of hazardous and potentially hazardous
waste materials, compliance with environmental laws is expected to continue to impact the
Cotporation's operations. For the years 1990 and 1989, the Corporation spent approximately
$4.900,000 and $2,600,000, respecrively, refaring to environmental macters for elective actions
and to comply with federal, seate, or local environmental regulations. At February 1990 and
1989 the Corporation had reserves for environmental marrers of approximarely $6,900,000 and
$9,700,000, respectively.

Ac February 18, 1990, the Corporation had letters of ¢redit outstanding totaling approxi-
marely $40,500,000, which guaranteed various insuranee and financing activities. These are
automatically renewable each vear.

Univar Corporation opetates in only one industry segment (chemical distribution) in both
the United Stares and Canada. Operations in Canada, included in the consolidated statements,
consisted of the following:

{Thousands of dollars} 1390 1989 1988
Sales 196,512 $194,102 $150,646
Operating income 7.559 8,251 6,364
[dentifible assets 70,758 65,396 57,212
Depreciarion and amortizarion expense 111 1,054 1,000
Capital expenditures 1.464 2,882 699
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The managenent of Univar Corporarion has prepared and is responsible for the integrity
and faitness of the financial statements and other financial informarion presented in chis
annual report. The statements have been prepared in accordance with generally aceepted
accounting principles and, o the extent. appropriate, include amounts based on management's
judement and/or estimates. In order to discharge its tesponsibilities for these financial state-
ments and information, management maintains accounting systems and related internal
cantrols. These controls are designed to provide reasonable assurance that transactions are
properly authorized and tecorded, thar assets ave safeguarded, and that financial records are
reliably maineained. The concepr of reasonable assuranee, howevet, incorporates an ac-
krowledgment thar the cose of a conerol system must be related to the benefits derived.

Univar monitors the effectivensss of and eotnpliance with its control systems through a
fisll-time intemal audie program. Acthur Anderen & Co., 38 a pary of reaching its opinion,
teviews the programs and coverage undertaken by the intemai audit group.

Managerment has reviewed the recommendations of both the internal auditors and of
Arthur Andersen & Co., and has responded in whar we believe va be appropriare and cost.
effective ways.

The Audit Commirtee of the Board of Directors, which is compased solely of outside
directors, meets petiodically with management and with the internal and independent auditors
to review the quality of financial reporting, the operarion and development of the internal
control systems, and the results of internal and independent auditors.

The independent auditors and alse the intetnal auditors each regularly meee with the
Audit Committee without the presence of any other partizs.

WMicolaas Samsom Gary E. Pruitt

Senior Vice Presidenr— Vice President and Treasurer
Finance end Administration {Chief Accounting Officer)

(Chief Financial Officer)
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To the Shareholdets of Univar Corporation:

We have audited the accompanying consolidated halance sheets of Univar Corperation {a Dela-
ware Cotporation) and subsidiaries as of February 28, 1990 and 1989, and the related consolidated
statements of income, shareholders' equity, and cash flows for each of the three years in the peried
ended Febraary 28, 1990, These finaneial statements are the responsibility of the Corporation's
management. Our responsibiliey is to express an opinion on these financial statements based on our
audits. We did not audie the financial statements of the Corporation's wholly owned Canadian
subsidiary, which statemenes reflect assers and revenues constiruting approximarely 15% and 14%,
respectively, of the consolidated totals, Those statements were aodited by other auditors whose report
has been fumished o us and our opinien, insofar as ir refates ro the amounts included for the subsidi-
ary, is bascd solely on the reporr of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a rest
busis, evidence supporting the amounts and disclosures in the financial statements. An audit alse
includes assessing the accounting principles used and significant cstimates made by management, a3
well as evaluating the overall financial statement presentation. We believe that eur audits and the
report of other suditors provide a reasonable basis for our opinion.

In our opinion, based on our audits and the repore of other auditors, the financial starements
referred to ahove present fairly, in all marerial respects, the financial position of nivar Corporation
and subsidiaries as of February 28, 1990 and 1989, and the resules of their operations and their cash
flows for each of the threee years in the period ended February 28, 1990, in conformity with generally
accepted accounting principles.

Seartle, Washingron, Arthur Andersen & Co.
April 24, 1990.
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For the Fiscal Years Ended February 28/2% -

{Thowseruls of dollars, except per shane daza) 1950 1989 1988 1987 1986/
FIVE-YTAR
FNANCIAL Sales 51,378,884 $1,307,865 $1,117.309 $ 693,279 $538,388
Cost of sales 1,173,134 1,120,139 950,464 589,904 458,197
SLMMARY®
Ciross margin 205,730 187,726 166,845 103,375 80,091
Qperating expenses 158 662 145,560 137,589 96,733 68,745
Ineome from operations 47,068 42,166 29,256 6,642 11,346
Incetest expense : {13,109} {11,443} {10,315) {6,198) (6,019)
Orther income — net 203 3,134 2,495 1,051 1,252
Income before provision for taxes 36,032 33,857 21,436 1,495 6,579
Provision for taxes 14,487 13,884 10,273 783 2,320
Net income from continuing operations 21,545 19,973 11,163 712 4,259
Ner income from companies distribured —_ —_ . —_ —_ 6,391
Net income § N5 5 19973 11,163 $ T2 5 10,650
Weighted average common shares
outstanding 12.728 17,603 17,529 13,374 11,230
Met income per share from
continuityy operations § 12 3 113 % 0.64 $ 006 5 038
Net income per share from
corpanes disibuted - == om
Net income per shate $§ 12 3§ 1.13 $ 0.64 $  0.06 095

Continuing operations only:

Cash dividends declared per share § G.30 ¥ 0.20 5 0.10 P00 036

Total assers 477,408 431,428 394,667 346,555 186,976
Toral debe 130,223 117,673 120,932 111,634 65,819
Long-term debe 116,199 103,432 115,350 102,776 59,401
Working capital .90 63,739 67,171 51,201 30,783
Shareholders’ equity 131,680 114,728 96,254 85,068 45,000
Book value per share 753 6.57 5.54 4.90 407
Return on beginning cquity 18.8% 20.8% 13.1% 1.6% 9.8%

M Hisrovical share dota have been restased to reflect the effect of @ two-for-one stock spliz paid in the form of & 100% ok dividend November 4,
198%, 10 shareholders of vecord Crerober 16, 1989,

M Reflocn, segquisition of substanzially all of the assers, subjoct to cerain Gabiliies, of McKasson Chewmical Co. (MCC), effecrive November |,
1986, Operating results of MO from November 1, 1986, hove been meluded in the consolidted statemens of rgcome from thar date forward.

U1 Represents figures for continumg operations of Univer Corporation after giving effect w spin-off of VWR Covporaion on February 28, 1986,
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Conponats Fimanciad Consallants e Joriy
171 Focand Shest
Srne Frreneiscn, %’aééﬂuw Der0s
(415] 543- 2060
T (475) 543~ 2459
(-6~ 70
May 21, 1990
Y 38
John Locke, President ' 22/ B— G S35/

Angelea Chemical Company
P.0O., Box 2163
Santa Fe Springs, California 90670

Dear John: Toy ~Htsfhoef -

e fﬁi# w food r‘fﬁalr'

I will be attending an ASA business appraisers conference in Long
Beach on June 25-26, 1990 and would like to call on you in
connection with your fiscal 1990 ESOP valuation.

The visit should only take part of a morning or afternoon, My
initial suggestion is that we get together in mid to later
afterncon at your offices on Tuesday, June 26. 374/ —

There will be an incremental professional fee for this above the
usual ESOP update charges. Your pro rata share of the out-of-
pocket travel should be quite reasonable since I am planning to
schedule several calls in Southern California on kthis trip.

I will call you in the near future to confirm a specific
appointment. '

Best wishes.
Sincerely yours,
Eric M, Bramstedt
EMB:ew

cc: Jim Froelich
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Sonn Feanciscn, Califonnia 94905
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August 29, 1989
PERSONAL AND CONFIDENTIAL

Mr. John Locke, President

Angeles Chemical Co. Inc.

P.O, Box 2163 ‘ :

Santa Fe SpringsJ California 90670 I3 = S4 S- 3P/

Dear John:

Enclosed is.-the final draft of our ESOP valuation study on
Angeles Chemical for April 3¢, 1989. As presumably Jim has told
you, our valuation conclusion is@ffEg per share,

s

Before you leave on vacation, would you please review for generazl
fobservation and correctness and accuracy of facts the
Introduction, Company and Financial Analysis and Valuation

ectiong of the report. I will call you and Jim after Labor Day
to obtain your comments. ,

As you can imagine, I have spent considerable incremental time
‘during the 1989 ESOP update on the environmental issues including
. several telephone.conversations with you, Jim Froelich, your
commercial real estate broker and your envircnmental engineer.

I was able to conduct my investigation without incurring travel
costs to Southern California. However, I am suggesting that the
professional services fee this year be $3,086—as opposed to
$2,250 last year and a normal Menke update fee range for a
company of your gize and scope of $2,200 to $2,500.

Very truly yours(a *% oo - :P? /d"{-%
: -,
- : Zzeo = 2arei- Fa
Eric M. Bramstedt '

EMB:aw
enclosures

cc: James Froelich

BR0O00447



Conponate Financial Consubiants Lringuton. Now Jisy

117 Socond Sneet
San Feanciseo, Culifomnia 94105
(415) 543~ 5000
T fr5) 543- 249

September 18, 1989

PERSONAL AND CONFIDENTIAL

Mr. John Locke, President

Angeles Chemical Co. Inc.

F.0O. Box 2163

Santa Fe Springs, California 80670

Dear John:

Enclosed are the original and two copies of Anchem's
fiscal 1989 ESOP valuation and our inveoice for §2,800.

Az discussed, assuming Menke is chosen to do the 1990

valuation our fee will be between $2,200 and $2,500 barring
some significant new event or circumstances.

Very truly yours,
Eric M. Bramstedt

EME:aw
enclosures

- aAll WA are= "
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Sors/ $42- 2060

September 18, 1989

Angeles Chemical Co. Inc.
P.O. Box 2163
Santa Fe Springs, California 80670

Attné Mr. James Froelich

INVOICE

Fee due for update ESQP appraisal for
Angeles Chemical Co., Inc. as of
April 30]‘ 1989 . r) - - - - [] - a - L) - - - $2'BOD

Thank you.

EMB:ew
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As of the ESOP plan year, which began May 1, 1987, the ESOP
Committee changed its policy of paying terminated plan partici-
pants in a lump sum to paying participants terminated for reasons
other than retirement at age 65 in five annual pay-outs com-
mencing on the first anniversary of termination. Terminated plan
participants sell 20% of their stock in each of five years at the
fair market value applicable for each year. Accordingly, the

.. above derived value is discounted for restricted marketability by
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Recent $tock Sale and Valuation

Revenua Ruling 5%-60 suggests that arm’'s-length sales %o
knowledgeable unrelated third parties in the recent past would be
a basis for valuation,

There have been no such recent transactions.
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© One guch large publiec company is Univar Corp. Ad--faviewed—tpthe
NOvember—t387—atudy, Univar is the largest U.8., chemical distrib-
utor with fiscal lgqxgtevenues of §1.,22billion. Van Water
Rogers, a Univar divisieon, is a direct Anchem competitoer.
. var's net income per share was QX}ET and cash flow (net income g
.+ plus depreciation) was $3.87 for the fiscal year ended Februargﬁ?ffga*
29, 19887 Univar's current ratio as of that date was ™debt
a

07'1,"—Ei1——”m%3’*ﬁ and book value was per share. Return _/
" } on sales and equity were 1.8% and : rgspectively. A3 of 29
i

April 20, 1988% Univar common was/trading [at O i book
i value, ¥4-0¥X earnings, &+2X cash/flow and[l4% of revenues22Y
/3.6X 26X rR 47 13,04

¥Fe
Normally, Menke & Associates would select a capitalization rate
or Price/Earnings ratio by refsrence to P/E ratios for market -
indiees such as the Dow Jones Industrials, Standard & Poor's 400
and Moody's Chemical Industry composite. Since a capitalization
of earnings methodology is not now being employed, such a refer-
ence is not appropriate. Univar's market capitalization rates
may be broadly referenced in the future although Univar is a
substantially-larger and much more geographic, customer and
product diverse company.

Cash Flow and Earnings Capacity

The prior ESQP valuations by Charles Stark, PC, appear to rely on
conclusions derived from capitalizing Eive year average of net
income, aftertax cash flow and pretax available cash flow, among
other methods. Aftertax cash flow is net income plus deprecia-
tion or total source of funds. Available cash flow befora-taxes
is pretax income plus profit share/ESOP contribution plus depre-
¢iation., Anchem's earnings and cash flow as just defined for
FY1988 and its recent three-year average is shown below:

Cash Flow
Beriod Net Income) Available After Tax
(P70 800 £ LG 00n &ror ord
FYIQB;? S4r500 STTE,000 S 800
FY1984-87 Avy. 23-654(739 s00) 2951400 ZTETR80
7 9 If-l:, a9 # /7’;, dod

NCTE: Pigures have been rounded

In a cyclical industry such as chemical distribution, it is
normally appropriate to use five-year averages for valuation
purposes as was done in the past. EHowever, Anchem's steady
decline in sales and profits indicates an alteration in the
Company's basic operating circumstances, Consegquently, the
employment of historic five~year averages is not indicative of
the Company's current and future income and cash flow. The
appraiser therefore did not use these longer term averages and
feels that a three-year average also may not be indicative.

2= 7
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Monke & Shiocertes, Hnc.

ANGELES CEEMICAL COMPANY

* Depreciation source in £iscal 1388 15 higher than npdrating depreﬁlatxn

hacausgse of capitalization ¢f drums.

SOURCE: Company financial statements (unaudited).

Exhibit C
Statement of Changes in Pinancial Position
Fy19a8-ag
7 (000) 7
Year End April 30: ' /2EF 1988
Source of Funds-
Net Income /Laﬂ;) ‘ T 0 5 14
Item not Requiring Working Capital: _
Depreciation jor N4 119+
Other Sources: :
Tax Refunds - —
Sale of Asaets 1
Increase in Long-Term Daebt (2)
Tatal Source of Funds 33
Application of Punds:
Decrease in Long=~Term Debt 6L
Purchase of Assets 310
Deposit Degrease 10
Paid-In Capital ==
Total Application of Funds 341
Increase (Deerease) in Working Capital At o 552
. it -
Changes in Working Capital -~ Increase (Decreass)
Cash + Frad s 40
Accounts Receivable (2] (99)
Inventories £9 (21)
Prepaid Expenses (26)
Acenunts Paysble 38
Accrued Payroll 12
Payroll & Sales Tax Payable (35)
Income Taxaes Pavable -
Dzum Daposits 45
Customer Deposits 10
Employee Banefit & Walfare {1)
Loans/Notes Payable 101
Accrued Profit Sharing —_
Other 13
Increase (Decreasa) in Working Capital 5.5

$ &7

157

5(681)
i2
137
91
509
(19)
1
{94)
(36)
(3)
(1)
{153)
3

5(213)

5189

T o~

e

L]
un
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CaliforniaAirBoard

Adopts a Broad Plan.

To Counter Pollution

EL MONTE, Calif.,.Aug. 15 (AP} —
The state Alr Resoitrenr Hoard today
approved a far-reaching plan to cleah
up air paffution fm Smethern California

The vote was-& to 0. It ame despite
industry oppoailion that had prevsped
the: hoard to requext additional infor
MAtion Irur;: h!:lﬂ ragibial a'fhu?‘;lieu that
dw;apea tn, " 18 i
tends tp‘mergglm to mest
Fadu% cleariait standdrds by the

r o . .

Ome hm;rd membe: upervisor Hai-

« tiet Wieder-of Oringe. Ly, calbed

the plen 2 “ieap into’ a-brave how
world." But William T. Huston,.a com:
mervial devel * Iepding B coalition
of busitvexs and |abor intereats, called it
“Texas justice.”. - - ’
“They're acting as, thelr owh l‘Fnclgna
jur‘g i executioner,” Mr. Huston

Clarification, st Na Change

The Alr Resturces Board presented
we rqlanm 0 elatify questions ralsed
by bexiness and palitical interaata, by
“l made no changes in adopting the
plan. . .

Oppanants declitisd to say what their
nexi giep wonld ba, .

The authorities in. Southern Califor-
nin have beet warking under a eoart
orger [y comply sith standards sst by
the Federnl 1t Alr Act and enforced
by the Envirmmental  Protection
Agency t0 clean up the air.m the Log
Angelos basin, the most polluted th the
cOunr

Y.
-The pian represents » compreben.
give approach to tmproving air quality.
It murp‘:’rul.es tand-ue plu{uung.,
trans, o programs ‘and siricter
mmﬁrd? oy ﬁ:dustry smokestacks,
Briometive emissions and fusls,

It wes made final last Match, after
more than 1lve years in development,
by the Squth Coagt Air Quality Manage-
ment District and the Southern Califor-
nia Axsociation of Goyvernmenta.

A‘l-l‘nrt Program
The fiext part of the three-phase Pro-
Eram callk Tor moro then 120 rules, o

cludi:ﬁ the chemical reformulation of
& #prayze and stricter contrals on

. itwduatyy smokeatacks.

Existing smog-control rulez wers fri
eorporated i the plan, but it alge
Eetves k3 8 blueptint for the future by
outlining. the procese for adopting new
rules and by planning for the use of
antipoliution tachnologies yet w be
perfecied, :

The mate and regional agencies can

now begin enacting the plan‘s cleay-air |

izions, sven though the Federal

’ nviremmental Proiecion Agﬁ]mg\;has .
554,

Yot to give itx approval, said
] sman for the Alr Resmrces
Board .

The Air Resources Board expects to
achleve at least half the mfﬁfﬁ .
iined by 1he plan through it regulation

. of tatpipe emitsions from cars, trocks

atwl Bres, Mr, Setsa said,

: Good reading:
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Ingprector
gaid, Wit-
5 Allen, 38,
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md-degres

ve ihe Kids
ere’ gald
acroas the
-other, Mi-

neigh-

lren,

W and alt

‘curding to

i for ihe
v, which
1. "We're
at can be
paich g
are" ghe

TN
vrst-floor
HlrIE W .=t Blone Whik: their
wuither, Opalvahison, was talking to a
contractor outzide, Investigatorz be.
lieve #n aluminum tkille: feft on the
stove meled and ignited the kitchen
wall that adjained the girls’ bedroom,
M3, Johnzon was treated for shock.
Twa Californta Highway Patrot offi-
cers, Jim Goodmap and Darren Cun-
ningham, kad tricd to save the young-
slers but. were lorced back by the

ac- tfierce heat.-

A cigareite was also the lkely cange
of the third fire, whith killed §5-year.
old Jagk Hupp, MIr.. Iveezon sad, Mr,
Hupp died after the fire ataried jn his
basement apartment in & thres-iory
Vigtgrian home, $xid Samuel Hudson,
Whor' Tived in the veii of the bouse with
hiz mother, :

Menday, My, Tverson said. The: fire de-
siro, the apartment bot did little
damage to the rest of the structure, Mr,
Hudson sald, estimating damage at
about $40000. Onpe firefightet was
wreated for smoke inhalation.

Mr. Hupp, who had rmntl{ been
hoapitalized for 2 fall, could walk only

emphysemsa, My, Hidgen said,

Mearly 60 firefiphtera bailed the
three blazes, pecor lni o the Cakilang
Fire Depariment's Assistant Chief,
John Baker, who 2aid the department:
will bring in A countslor to help the
firalighters cope with e death o},

rash of five faLalities he could remer-
her, :

The blage was reporied ap 7; 280 F.M.-

with a walker and needéc] oxygen {or-

Chisf Baker said It was the worst

R
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saLES
COST OF SALES

GROSS FROFIT

OFERATING EXFENSES
ADMINISTRATIVE SALARIES
DIRECT WAGES:

INDIRECT WAGES ,
SALES WAGES

OFFICE WAGES ‘
FLANT EXPENSE
LAB EXFPENSE

TRUCK EXFENSE

AUTO & TRAVEL \
FREIGHT=IN |
FREIGHT OUT ;
DRUM MAINTENANCE /ﬁ |
TaNK TESTING EXFENS 1
REFATRS £ MATINTENANCE.
SALES PROM. TRAVEL
| FRINTING FREF. EXFENSE
DUTSIDE LAEDR

EQUIPHMENT RENTAL

RENT

OFFICE SUFFLIES
COMPUTER EXFENSE
| PROFESSTIONAL SERVICES
TAXES 3 LICENSES

FAYROLL TAXES
| BUSINESS FROMOTIDN
' ADVERTISING

POSTAGE

COHMISSTONG

DIRECTORS FEES

DONATIONS .

CHSUALTY TNSURANCE ‘
WPRKMENS COME, INSURANCE
GROUF INSURANCE

DUES § SUBSCRIFTIONS _

TUTILITIES

TELEFHONE

DEPRECTIATION

EBRFLOYEE WELFARE

UBIFORM EXFENSE

gkl DERTS put
FROFIT SHARING EXPENSE 5%&#

1 OTHER INCOME
[ISCOUNTS EARNED

| DEMURRAGE

'SALE OF AESETS L F
TNTEREST INCOME

DLVIDERD INCOME
H%CELLANEDUS INCDHE%—

OTHER EXFENSE
INTEREST EXFENSE
CONSULTANT EXPENSE
JL0S8 (GAIN) SALE OF STOCK

[N

124,000, 00
269+971.97
481487 .97

77rB25.13

?8r748,51

IT,3I59.55

Srl195.40

11%s210.04 7

43y 350.31

72:478.50

113,975.33

158r&24,34

4ré00.00
“27¢121.11
145+4451.,48

2r834.,41
F6r260.50

1+788.44

132,000.00

10,949,735
11,024,351
369 735.52
156,070.11
47:771.43

| rﬁeo-oj
f;iﬁu)

o };‘nf
£ a4, e0a)

L sed
- (7000)
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174:075.00
277:8835.82
104+061.78
115:193.28
119:772.83
46!426!32
4,731.14
103,%58%7.983
91,738.05
‘82,532,490
1B0+8%8.39
877483. 53
4r400.00
28,9350.00
15+,937.54
1G5,43%.47
10+824.54
1231+000.00
11+084.23
12:.393.17
A4Q:B&2.10
15,950,110
© 40+87%.91
35 576.42
18+344.79
Z%r144.01
I+B70.4%9
1254+073.41
?!OOO-OO
529.44
89:3%4.38
Hr214.21
73,8%3.82
I:7B84.38

$ 174792.53

30,001,777
193778, 460
71959, 78
SrI98.29
(4r224.38)
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ARCHER, BuLMaHN & CoO.
CERTIFIED PUBLIC ACCOUNTANTS
-4

-

SE8 SOUTH LAKE AVENUE - PASADENA. CALIFORMIA elos

To the Board of Directors
Angeles Chemical Co., Inc.

We have compiled the accompanying balance sheet of Angeles
Chemical Co., Inc. as of April 30, 1989 and the related statement of
income for the quarter and year then ended, in accordance with
standards established by the American Institute of Certified Public
Accountants,

A compilation is limited to presenting in the form of financial
statements information that is the representation of management. We
have not audited or performed a review service on the gccompanying
financial statements,. and accordingly, do not express an opinion or
any other form of assurance on them. :

Management has elected to onmit substantially all of the
disclosures and the statement of cash flows required by generally
accepted accounting principles. If the omitted disclosures and the

statement of cash flows were included in the financial statements,

they might influence the user's conclusions about the company's
financial position, results of operation, and cash flows.
Accordingly, these financial statements are not designed for those
who are not informed about such matters.

M, ﬂa-é;;wl_,..) + Gr

CERTIFIED PUBLIC ACCOUNTANTS

July 10, 1689
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ANGELES CHEMIGAL CO.» INC,

BEALANCE SHEET
UNAUDITED
AFRIL 30. 1989

ASSETS

CURRENT ASSETS
FETTY CASH

CASH IN BANK
CASH IN BANK - EORTZ

CASH IN MONEY MARRKET
CERTIFICATE OF DEFDSIT
ACCOUNTS RECEIVAELE %
ALLOW. FOR DOURTFUL ACCTS,

NET RECEIVABLES
ACCTS. REC. - STALLIDN
ACETS, REC. - OTHER

—— EMFLOYEE ALWANCES
"INVENTDRY - CHEMICALS
INVENTORY - FACKAGING
INVENTORY - PKG.-RORTZ
INVENTORY ~ GASOLINE
FREFAIN INCOME TAX
FREFAID INTEREST _
FREFAII FROFPERTY TAXES
FREFAID TANK TESTING
FREFAID INSURANCE
FREFAID AUTO LEASE
FREFAID CONSULTANTS FEES
FREFAID FACKAGING
DEFOSITS ON EQUIFMENT
LEFOSITS FAID - CAREOY/FOLY
LEFOSITS FAID - REG. DRUMS
DEPQSITS PAID - FALLETS

TOTAL CURRENT ASEETS

FIXED ASSETS - AT COST
OFFICENTRAILER

TRUCKS § AUTOS

TANKS & FLANT EQUIPMENT
FURNITURE & FIXTURES

CONSTRUCTION IN FROCESS
FLANT '
LRUMS

TOTAL FIXEDI ASSETS
LESS! ACCUMULATED LEFRECIATION

NET FIXEL ASSETS

TOTAL ASSETS |

1:067+,415.54
{(11,.508.2%)

—— i —— — .

97s811.43
213,054,490
789771 .44
2048+361.76

+00
340+712.78
1962871.00

R e ————

400,00
123,394,048
41,443,777
Sré17.03

200+000.,00 -

1!055!‘?0?!31

A4 434,00
38:988.45
Sr154.88
305,873,461
108:081.4%9
304,055,432
1!226072
48y561 .00
1688646.47
1:897.24

+ 00
109,728,002
773,00
B!BII«OJ.

120,00
=9 377.,00
161179, 25
314,20

1,844,384,.83
(1,292,392,44)

SEE ACCOUNTANTS COMFILATTON RFEFORT

$ 2+,4867435.0%

Ak e e —— - —
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ANGELES CHEMICAL CO.s» INC,
EALANCE SHEET
UNAUDITELD
AFRIL 30, 1789

LIARILITIES AND CAFITAL

CURRENT LIABILITIES

ACCOUNTE FAYAFLE _ $ 7035:309.74
ACCRUED TANK TESTING : Sr103.40
ACCRUED FAYROLL : 12+479.12
ACCRUED COMMISSIONS 21,135.21
ACCRUED WORKMANS COMF. INSURANCE 32074.95
SALES TAX PAYARLE 4+459,14
INCOME TAXES FAYAELE 300,00
LRUM DEFOSITS 119,350.00
EMFLOYEE RENEFIT & WELFARE 15144,37
NHOTES PAYABRLE 102:483.40
ACCRUET FROFIT SHARING . ‘ «00

———— ——— "

TOTAL CURRENT LIABRILITIES

LONG TERM LIAEILITIES
NOTE FAYAEBLE ' 371460.92

— ————— — ——

TOTAL LONG TERM LIABILITIES

CAFITAL
CAFITAL STOCK - #%.10 FAR VALUE.»
1,000,000 SHS. AUTHORIZED,

242065 BHS. ISSUED & OUTSTAMNDING S5r40&.50
FAIL IN CAFPITAL 105s723,80
RETAINED EARNINGS — REGINNINGS 2,024:947.%1 '
NET INCOME OR {LDSS) (110+177.02)

RETAINED! EARNINGS 1:914:790.89

———— —— ip A ek —

TOTAL CAPITAL

TOTAL LYIABTLITIES & CAFITAL

SEE ACCOUNTANTS COMPILATION REFORT

$ P75+039.33

37!4600?2

4 ok s v T e —

¢ 3»038,421,44

e rgrnad g a3 g
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ANGELES CHEMICAL cO., INC.
STATEMENT OF INCOME
UNAUDITED
YEAR ENDED AFRIL 30, 1i98%

YEAR
TO DATE

100.0 & 9,002,717,2%

CURRENT
FERIOTN %

SALES 211,312.04
£CosT OF SALES 1,669:582,35 75,5
GROSS FROFIT S411729,6%9 24,5

OFERATING EXFPENSES :

ADMINISTRATIVE SALARIES 24:677.76 1.1
IIRECT WAGES 74+763.09. 3.4
INDIRECT WAGES 5:340.328 2
SALES WAGES 21,242.89 1.0
OFFICE WAGES 21,045.35 1.0
FLANT EXPENSE 11,532,85 .5
LAE EXFENSE 1,522,468 .1
TRUCK EXFENSE 30,399,32 1.4
AUTD % TRAVEL 12,235,463 V6
FREIGHT-IN 19y444,50 .G
FRETGHT OUT 201267.79 .9
DRUM MAINTENANCE 541359 .34 3.0
TANK TESTING EXFENSE 463,45 .0
REFAIRS % MAINTENANCE 9,995,35 .5
SALES FROM, TRAVEL 21805,08 W1
FRINTING FREF. EXFENSE 4,785,346 e
OUTSIDE LAEDR 163328,9% .7
EQUIFMENT RENTAL 221,00 0
RENT , : 33+000.00 1.5
OFFICE SUFPLIES 3,385,78 T2
COMFUTER EXFENSE 2y734,57 1
FROFESSIONAL SERVICES 12:593.74 s
TAXES & LICENSES 5:156.28 2
FAYROLL TAXES 145738,77 .7
BUSINESS FROMOTION 45610,66 2
ALVERTISING 1,332,34 .1
FOSTAGE 1:400.94 .2
COMMISSIONS 25,535.55 1.2
DIRECTORS FEES 2+250,00 o1
DONATIONS 22,17 .0
CASUALTY INSURANCE 23,338,264 1.1
WORKMENS COMP, INSURANCE 79377.17 .3
GROUF INSURANCE 155,239,322 .7
IUES & SUBSCRIPTIONS 1,379,861 1

SEE ACCOUNTANTS COMFILATION REFORT

e s ———— i rn wm

—— o e —— — 2

——— — i

124,000.00
2694971.97
48,487 .97
77yB25.13
?8,748.51
30,359,535
5?1?5160
115,210.04
42,350.31
729478.50
115,995,333
158+426.34
Hr600.00
27!121111
16:461,48
22:834.,41
P8y 260.70
1,788,444
132+000.00
10,942,.75
11,024,351
36+735.52
14y070,11
494771.43
14,300,753
8!02805?
T+117,40
P22191. 86
F:000.,00
1g2.32
2:474,01
292 4622.,064
4,894,558

— ey —

——— .
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ANGELES CHEMICAL COe»

INC

STATEMENT OF INCOME

YEAR ENI

OFERATING EXFENSES-(GONT’I)

UTILITIES
TELEFHONE
DEPRECIATION

EMPLOYEE WELFARE
UNIFORM EXFENSE

BAD LERTS

FROFIT SHARING EXFENSE

TOTAL OFERATING EXFENSES

OFERATING INCDME OR (LOSS)

OTHER INCOME
LISCOUNTS EARNED
DEMURRAGE
SALE OF ASSETS
INTEREST INCOME
DIVILEND INCOME
MISCELLANEOUS INCOME

- OTHER EXPENSE
INTEREST EXFENSE
" CONSULTANT EXFEMSE
LOSS (GAIN) SALE OF STOCK

NET INCOME OR (L0OSS)
EEFORE TAXES

. FROVISION FOR TAXES

NET INCOME OR (L0SS)

UNAUDITEL

Ell AFRIL 20s 1789

CURRENT
FERIOD

$ 4,743,488
5,971.10
66+132,82
2!51?-34
406,12
(40,89)
3:4355.70

A v e —————

—— —— ity ———

i S s e ——— —

Z81.69
984.25
41,B35.44
4,894.09
00
B,?321.40

——— —

— s ——— ———

1,428,348
14,3735.0%
00

——— ———ry i

P e iy rw v ————

L4

—— et e —

——) s

—r s ———

Ak e

ek A A ——

——— ity

SEE ACEDUNTANTS-EUHFILQTIDN REFORT

YEAR

TC DATE “

$ 18,438.49 2
2311346.76 o3
211!2630&0 [ e
9!542046 ' w1
2r322,98 wd
P04,98 »-D
PrSAG. 47 +1
2!202?817084 24#5
(1453,224.546y (1.5
4+441.7% .
3:438.75 » 0
41+835.44 e
18,188.11 2
4y608.75 «1
221167.97 ol
104,480,811 1.2
8,704.44 -2
571500.04 .3
45+ 4BB. 7% « D
111,893,227 i.2
(152,437,022 (t.T7

———aa iy r — ———

BR000468
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SEP 15 °B9 12716 ANGELES CHEMICAL MO : P.2
ANCELES CHEMICAL COMPANY, INCORFORATED
STATEMENT OF CASH FLOWS
(Unaudited)
FDR THE YEAR ENDED AFPRIL 30, {989

GASH FLOWS FROM QPERATING ACTIVITYIES:

R L T -

CASH RECEIVED FROM CUSTOMERS  9,186,314.97
CASH FAID 1O SUPPLIERS AND EMPLOYEES { B/968,566.16)
OTHER RECEIPYS 3%,606.72
INTEREST AND DIVIDENDS RECEIVED 22,794.86 :
INTERGST PAID ( 8,704.23) ;
INCOME TAXES REFUNDED | 50,768, 00 =
INCOME TAXES PALD ¢ 501,00)
NET CASH FROVIDED EY DPERATING ACTIVITIES - 273,335,146
CASH FLOWS FROM INVESTING ACTIVITIES:
PROCEEDS FROM SALE OF EQUIFMENT . %,300.00
PROCEEDS FROM SALE OF SECUKITIES 192,094 .03 _
PAYMENTS FOR PURCHASE OF EIXED ASSETS ¢ 95,079.82) }
NET CASH PROVIDED BY INVESTING ACTIVITIES .- 106,314,821 ’
CASH FLOWS FROM FINANCING ACTIVITIES:
PROCEED FROM NEW BORROWINGS 178,916.00
PRINCIPAL PAYMENTS ON DUTSTANDING DEBT (. 141,135.94)
LOANS TO EMPLOYEES ¢ 139,8B6.00)
EOLLECTION OF EMPLOYEE LOANS 134,990.0¢
LOANS TO OTHERS t &0,209.00)
COLLECTION OF LOANS FROM OTHERS : 30,189.52
LOANS 7O STALLION TANK LINES ¢ 188,277.00)
COLLECTION OF LOANS FROM STALLION 107,455.51
- NET CASH USED BY FINANCING ACTIVITIEE - 18.897.88)
NET INCREASE IN CASH DURING THE YEAR B&0, 751 .49
CASH AT BEGINNING OF YEAR 10,33%.27
CASM AT END OF YEAR 371,084 76 :

RECONCILIATION DF NET INCOME TOD NET CASH
FROVIDED BY OPERATING ACTIVITIES
NET YNLCOME (L0553 ‘ { 1§0,177.08)

ADTUSTMENTS TO RECONCILE NET INCOME TO NET CasM
FROVIDED BY DPERATING ALYIVITIES:

DEFRECIATION ' 211,863,460
(GAIN) LOBS ON SALE OF EQUIFMENT - t 43 BE5. 44)
LOGS ON SALE OF SECURITIES ) 45,4689 .00
DHANGE IN ASESTS AND LIABILITIES: :
ACCOUNTS RECEIVABLE 133,597.48
INVENTORIES 53,686.,45
PREPAID EXFENGES AND DEFOBLTS ¢ 792 040G BF)
ACCOUNTS PAYAELE 134,913.47
CUSTOMER DEFLBITS . { 22,753.00)
ACCRUED EXFENSES ¢ =5,575.69)
INCOME TAXES P 627,.00
TOTAL ADJUSTMENTS 383,512,168
NET CASH FROVIDED BY DPERATING ACTIVITIES 273,335, 14

TR T T L O O L A

BR0O00470
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AMNGELES CHEMICAL £O. INC.
STATENENT OF CASH FLDHE
(Unaud:ted)

FOR THE YEAR ENDED APRIL 30, 1989

CasSi FLOWS FROM OPERATING ACTIVITIES:

- CASH RECEIYED FROM- CUSTOMERS

- CASH FAID TD SUFPLIERS AND EMFLOYEES
OTHER RECEIFTS
INTEREST AND DIVIDENDS RECEIVED
INTEREST PARID
INCOME TAXES REFUNDED
INCOME TAXES PAID

NET CASH PROVIDED BY OFPERATING ACTIVITIES

EASH FLOWS FROM INVESTING ACTIVITIES:
FROCEEDS FROM SALE OF ERUIFMENT
FROCEEDS FROM SALE OF SECURITIES
FAYMENTS: FOR™ FURCHASE OF FIXED ABSETS

NET CASH FROVIDED BY INVESTING ACTIVITIES

CASH FLOWS FROM FINAMCING ACTIVITIES:
FROCEED FROM NEW BRRROWINGS
FRIMNCIFAL FAYMENTS OM QUTSTANDING DEBT
LOANS TO EMPLOYEES
COLLECTION OF EHPLDYEE LOANS
LOANS TO OTHERS
COLLECTION OF LOaNS FROM OTHERS
LOANS TO STALLION TAMK LIMES
COLLECTION OF LOANS FROM STALLION

NET CASH USED BY FIMANCING ACTIVITIES

MET INCREASE IN CASH DURING THE YEAR
CASH AT BEGBINNING OF YEAR

CASH AT END OF YEAR

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED &Y GPEHHTING RETIVITIES
NET . INCOME (LGOSS)

ARJUSTMENTS TO RECONCILE NET INCOME TO NET CASH
PROVIDED EBY OPERATING ACTIVITIES
DEFRECTIATION
(GAINM} LOSS ON SALE OF EQUIFMENT
LOSS UM SALE OF SECURITIES
CHANGE TH ASSETS AND LIAFRILITIES:
ACCOUNTS RECEIVABLE
INVENTORIES
PREFAITD EXFENSES AND DEPDSITS
ACCOUNTS FAYARLE
CUSTOMER DEFOSITS
ACCRUED EXFENSES
INCOME TAXES

TOTAL ADJUSTHMENTS

NET CASH FROVIDED BY OPERATING ACTIVITIES

$92 136,314 .97
{ H.762,5565,.14)
35,804.72
2. 7346.846
{ 8,704.23)
w0, 78E .00
( FO1 .00}

B273,335.14

— iy ey ey - ——

9,300.00
192094 .03
¢ §5,079.82)

104,314,281

170714600
{ 141,135,921
¢ 139 .826.00)
134, 990,00
{ S0, 20200}
3¢,183.352
¢ 128,277, 00)
107,455 .51

Ly

{ 18.8%7.881
360,751 .49
10,333.27

211.263.60
( 41.835.44)
G5 627,00

133,597.48

TR, 62645

( TT,040.89)
134.913.47

{ 22,758.00)
¢ 59,575.569)
T b27. 00

SEE ACCOUNTANTS COMFILATION REFORT
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INCOME YEAR

1988

Corporation Franchise or Income Tax Return

FORM

100

TEAM MONTH [+T YEAR
Forincome veaLti_e_ginnmg_...MAY_l___l_. 1988 . and ending APRIL __...I_ 3D I 1989
D Dlﬂthlsbank o Lorporation, in whole o in part, delermmeusmcmemuannoa
Affix Preaddrassed Label waler's-edys siection? . * s BNo
Caliternia corporation number . Federal employer identilication number E Ooes this corporation or bank or any of its related enfitiss have sither
D-063792] 95-2748321 1) poperty, payroll or sales in fomign countries which sxcasds $10,000,000;
Cerporation name or 2) tuial aszets everywhene which excaed $250,.000,0007 & DYes o
ANGELES CHEMICAL CO., INC. F Did this corporation of its subsidiary(ies) have 3 chonge in control of ownership
Addresy this y=ar, or acquire ownership or control of any other legal entity
8915 SORENSEN AVENUE gince 1/1/807 - s Ovs BNg
City State ZiF code G Did the comporation or combined group pay more than $100,000 in
SANTA FE SRPINGS ] CA 30670 incal paveoal propertly taves and/or business license taxas i Califomia during
Questions .. - this mcpme year? ® (Y FNo
A Final retum? [JOissoived [ withdrawn [ Merged/Reorganized . H Prineipat business activity code e 5160
CJRC Section 336 Sale It a bax 75 checked, enter date 1 Check here only if claiming sntemrise zone o program arez fax benetits: ~ ® [
B Is income included in a combined repor! 0f @ umitary group?- <. % OOYes [ENo |J Check here only il clanrning techrological poperty contribution tax '
C le the corposation to be ireated 2% @ Real Estale Mortgage o benefits: *
Invastmant Conduit for Ealifomia purposes? - o Oyee END K Daie m\:lm:mu'.nmuL & Where? Ca
1 Net income {loss) before state adjustments (see Spacific INSTUCHONS) ..\ 0lvvseererrereensnens reeaees 1 (Ll7,606
2 Amount deducted for forsign or domestic 1ax baged on income or profits ..., ., 2
Sate | 3 Amount deducted for tax under the provisions of the Bank amd Corporauun Ta.x Law S 3 1,201
Mg | 4 nterest on government obligations .. ......... N i e Geee 1 4
ey 5NetcnpnallnsscarrynverdedumdonSchuleG.lineB....... ...................... P K |
& Depreciation in excess of amount allowed under Galitomia law {Schedule B) ....... re e atrennaaramraraaan (]
T Amortization in excess of amount allowed under Califomia law (Schedule B) ......... etk ket I
B Other additions (attach schedule) ;... FORM 4797 DIF FERENCE ......................... 8 1,287
9 Total. Add lines 1 through 8 ...........ccoveeneennns rrrerireaneens b eerrinieiedeieeiieiises g (115,118
10 IIErcOmPany IVISBNAS ..............ccereeleensresnranniineerennennnnn (10 %
11 Other dividends ............ T R 11
12 Waters-edge dividend deduction {attach form FTB 2411) ...... rnaeaeans s 12 7

13 Capital losses not deducted on Schedule G, line 8 (attath schedule} .......

14 Contributions exceeding allowable federal deduction on Schedule G, kne W | ¥

15 interest deduction for enterprise zone/program area investment .............. [ 18

16 Other deductions (attach schadule) ... CHEDULE B ., ... ... cee L1 21,175 7 /:f"
17 Total. Add fines 10 through 18.........eeveeniiiinrenssieneeanernenns et rrenen 17 21,175

18 Net Ingome (loss) after State adjustments. Subtract Hine 7 from line 9 ............... fras s eeeeeeerinsy 1wl (136,293}

i allincome is derived from Calitornia sources, transter the amount from line 18 to line 19. i income iy derived from sources both within
and withaut California, complete Schedule R and transier the amount from Schedule R, fine 24 {o line 19 below.

Ealt, | 19 Not'income (loss) for State PUDOSES .....eee'eeenseneseernerereaacnsanns et taeeessiencanss e ltg] %
81 | 20 Net operating loss (attach fam FTB 38050) ........evvoverevennnnnnn... o [20] i WJ’ Z -
M| 9) Net income for tax purposes. Subtract fine 20 from e 19 ... ... ... - (136,203
272 Tax —_MIN% x amount on line 21 (mﬁmerallnstrucuonsﬁand('}) N4 raiiaiisiisiissasicsie: | 300
P
T | 23 Tax credits (B8 MSHUCHONG) ... vireiiirsereeneileseens oo RETY | #/W
24 Balance, Subtract line 23 from line 22 (not tess than minimum tax |1' applmable) R
25 Aitemnative minimum @ {attach Schedule P (100)). {see General instruction ) .. e ossrsserers I T
28 Totat fax. Addline 24 and line 25 . ... ool s i b re e eh e aeaiasesos B | 300
27 & Overpayment trom prior year allowed as acredit ... .. . .. .veiieennnns zn 300 s
Pry- b 1988 estimated tax payments .............. et e raaan tee. (270 2 / //
wes | "¢ Amount paid with application for extension of time to file retum ........... [27¢ % ﬁ
o] @ Dissolving/Withdrawing - Not applicable if formed atter 1971 {Gen. Inste N) .. [27d
28 Tax due. Sublract fine 27 trom line 26. Pay this amount with fetum ....oovvereeereens PP
28 Overpayment. Subiract line 26 from line 27 ....... e e eeaererrireiraianas iiriiiie. ||
Ameurt| 30 Entes amount of line 29 to be credited t0 1989 estimated tax .............. 8 [30] |
':.": 3t Enter amount of line 29 to berefunded .. .............oo.oillL. Nt Ry tissieaariatiataiinies o |
' 32 Penalties and intoros! {580 Generol instructions Land M) ... ] I

{71 Check box if estimate penalty was computed using Em:cplinn Coar Exr,epunn D and attach form FTB 5806

33 Total amount due. Pay amount with retum ...7007. ..., 0.

Form 100 1988 Side 1
BR0O00473
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Schedule A  Taxea Deducted
[x} Nature of Tax \ R - {b) Taxing Authotity - (¢} Amount
SepEDUL F |

Total Tuxes Daducted, Enter hete and on Scheduls 8, line 17 ,.............. feerraaneann et mreaesersennns R et O

Schedule B Depreciation and Amoartizalion (attach Inrm FTB 3835 or a detailed schedule in suppert of this sahadule)

Parl A. Depreciation Ciaimad Part_B. Amortization Claimed

1 Total depreciation elaimed for federal purposes . { 3 X ] g 1 Total amortization clzimed for fademl putpnses o
2 Allowable for state purposes ....... 2-4 ¢ w3 12 Allowable for staté purposes ~7. o
3 Depreciation adjustmest * ... .. ..... e A i) 5' 3 Amortization adiustment * ...\ sy vesss . %
" I dine ¥ is greater than finz 2, enter dlilarence o lipe 3 and on sids 1, Ime G or hna 7 . Note: Californiz has not adopiad the faderal Accelerated Cost ﬂmovw -

W line 2 iz greatar than line 1, enter difterence on Jine 3 and o side 1, line 16, Gystem (ACRS). See exceptions on lorm FTE 3885, =
Schadule & Tax Cradits If Ihe comoration has tentative minimum tax, do not complete this schedule. Use Schedule P {100) to caiculate tax credits,

1 Jobs 1ax credit (form FTB 3524) ............ § Commerciat solar energy cradit (form FTB MDSL)

Z Energy conserv. credit camyover (fom FTB 3514) 6 Technological property conmhullon :arrymr. viea
3 Research and development (farm FT8 3523) ... T Other (attach achadulﬁ) T I T
4 Orphan drug research {form FTB 3528) ..... . B Tohl, Enter hera and on Side i !ma 23 .......

Scheduie D Cosi of Goods Sold and/or nperatluna SE T

1 Invamuryatbegmmngolyear ........ RN 1

2 PUrchases ........... e e iiea ?

3 Costol labor ..., ...ueee. ... L3

4 2 Additional IR Section 263A costs (attach schedula) ceeeenai . .| 4

b Dther costs {attach schedule) ,..._.... A O S A .| &

§ Total, Add fines 1 thovgh 4 . ....... e Bl ORI s

6 Inventory at end of year .. .......... . ]

7 Cost af goods sold andfar operations. Subtract line 6 from fine 5. Enter here and on Schedule G, line 2 .. o 7 690 SHeo
Method of inventory valation » __ oW/ ER SF  coyT (FiEs ‘) 2R MARICET ! ;
Was there any substantial change in the manner of determining quantities, costs or valuations between opening and | closing inventory? DYes B No
H "Yes,” attach an explanation, Enter California sales permit nmber (if any) [ ] ;
Check if the LIFO inventory method was adopled this Income year for any gmda (it checked, attach federat Form 570).., Cinbeeanas P iradeeeaan .0 )
if the LIFO inventory method was sed for 1his i income year enter percentage (or amounts) of clusmg mvantury computed -5 L e
undarLlFO....".';".-..‘.. TEELEEE Frat ke aans ..‘.'. ............ :

Do the rules of 1RC Section EESA with respect to

Questions , C S

L Date business began in Calilomia or date income was first derived from | T At any time during the income year, was more Han 50% of voting stock;
California squrces (i-/i=71 2 ol the corporation owned by any single interest? . > .03 Ves JR) No :

M Accounting method used At R uA L :| * b of another corporation ownied by this corporation? -+ Yes B No o

N Location of principal accounting records M.M\E__A_D.D_Eféi___ . : af thia and one or morg uther r.orpuratims ownigd or controlled, di irectly or -

Q Has the federal govemment redetermined your income tax fiability for” ' - O Yes BthNo

any priof year(a) which has not previously been teparied? - D ‘ﬂesﬁ o[ -Haboreis "yes" furmsh slatemaei fammhlp mchnatmg perhnent namas :

It yes, fumish cupy of ageat's report under separate cover, T 0 '

P First retum? (Check appropriate biox({es)) L . ; . -
{21 New business or successor to previously existing busmeaa oparated asa: u Haveall reqmrad miarmanon murns (!ederal Furms 1099) heen i :Ied with the

O3 sale propretorship T partnerstip I joint ventwe 1 corporation [ other | Franchise Tax Board? .  Oona Kives [:1 No .:

 (atiach statement showing name, address and Ffﬁ“ of prag(}us business) [V Cumoratwn headquaners ara ( RWImm Califomia . : -

Q Enter corporation “doing business as" name ' __ LT

R Was the curpuratmna income included in a consolidated federal IR, W Corporation is: Cl Appumnmng u. S mcome o Catifomia .

~retm? N = Yea ﬁ Nn ! Appomomng worh:iw:da income to California [ Not apportioning income

8 Is this cnrporatmn a Haguialed Invaatrnant Company Iur '} . O Electing to file on a walera-edqu basus and is affiliated with a bank or -

Catifonia purpases? ‘ 7 0 Yas R"" - corporation which i is not alectmg t flla on a walersvedga basis i v

e | Under panaitiss of parjury, Loeclare that | have examinad lhramiurn Including accompanying schadulas ang stalnmunla. #ng 1o the bast ol my kmwledgeand bailef,
Please  ~ ‘

il ia true, correct and complete. Daclaratian. of preparer (ather ihan the laxpayir) it based on ail inkormation of which preparer haa any knowledga, - .
Sign 27 | Signature . .
Here " ot otticer B c_o_Ey Titlg Date Telephone { ) :
7z | Freparer's Date Check il sell- _ | Praparer's S5N/FEIN
::id * 7 | signature employed * 0 548-60-1460
u":";’:y’ s name oy ARCHER, BULMAHN & CO. . EiNo.¥ 95-2131722 -
. land adaress” PASADENA, CA 91106 Telophona & () :

Sida 2 Form 100 1988
BR0O00474
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Schedule E Compensation of Officers. Complete only if (013l receigls {Schedule [, line 1a plus line 4 through line 10) are $Y50.000 or fare.

L] Name ol uffn:er (Il Social sacurity number [e) Percent of fime {d} Fercent af In} Amount o compensanion
: devoted to business stock nwned
1
' SeItE Dy
2 Totai compengation of officers ,............... St iaeereeaas ver
3 Less: Compensation of officers claimed in Schedule D and eisawhere on retum | { ]
4 Compensation of officers deducted on Schedule G, fine 12 ... ..., AT /L iAree s

Schedule F - Bad Debis — Reserve Method (Savmgs and Loan Associations, Banks & Fananmal Corpurauons only)

|:| income} {b) Accaums uutstandmg at end n! tha year o Amount added to recerve - [el Amount charged| {f} Reserve for bad
. yEar. i “{(v) Cument years |(d} Recoveres agamst feserve tlebts at end of
B e - provisien | - R Rt year -
- 1983 -
1984
1985
1986 -
1987 -
1388
Schedule G Camputation of Net Income .
: ¥ 3 Gross receipts of gross sales B Lass retums and allnwanr.as Balarce » | Ic ‘-')a )
2 Cost of goods sald and/or operations (Schedule D) . W 2 7 L 9a Lo
3 Gross profit. Subtract line 2 fmm Iine ‘l ....... k| Y ;... 177
4 Dividends (Schedute H) ..... B 4 T
5 » Inlerest gn obligations of the United Slaies and l.l s mstrumemahlm b / 3’ ‘2g
& Other interest (attach schedule) .. ...cvvu0ilun. . vl i 5h i
B Brassrents ......c0viees.ine ‘”..‘.‘.;...:...'. . b
----- | 7 Gross royalties ....... PR L
8 Capital gain net ingoma (anach tederal smedule D (Furrn 1120) P canealia ] S5 53
8 Ordinary gain (loss) (atiach Iederai Form ? v4:7 R s < H5 93
- |10 Other income (attach scheduie) '+ Al L3746 °
4 Tutanncnme.Audlmamrougmn B PP S SRR YA SO UL i 393 Jon
-* Capital loss camryover deducted on line 8 must be restored 10 income o Sida 1 line 5. Any net r.apuai : %
=058 N0t reporied on line & may be deductsd on Slde1 ling 13, - .. .o dries e s e e
|12 Gompensation of ofticers (Seheduls E) T /orif-a0 @
- {13 Salaries and wages (not deducted alsewhere] 11 L& bi
14 Repairs ....... L 14 I _
15 Baddeh(s(seemstrucmns) 15 1/ .2 ‘
2o |16 Rents oL L ST cereean o i1 137 daz
o 17 Taxes {Schedule A} . coerie sl L m &t O i
A ] lmerest Caaedn ..':..‘........‘..‘.'.'..”..‘. O 18 &’:ni
19 Contributions (attach schedule} ... 7., . ..0 00 il i .. 1D ——
. |20 Depreciation ..... rreeneeees RV '
o121 Less depreciation claimed alsawhare on retum <2 /71 St (216 £ S53C |
I 22 Depletion (attach schedute) ... 7. . ... PO .
" |23 Advemsmg e e e .:E'; R % oLy
- 124 Pension, profit-sharing, etc., plans J LG :
- . {26 Employee benefit plans. ....... &5 ap
# {28 Dther deductions [attach schedule) 5.7, ... 31 1 9 1~ [
27 Total deductions. Adg fines 12 mmugh ® : . 51 =k
-7 28 et income before state adjystments. Subtract Ima 2? from line 11 and transter result 10 Srda 1, fine 150 0 < / I '] &o 6}
S:hndula H Dividend lm:nme (use additmngl sheet(s) i nm:nssag and atgagh 3 delmled s:h-:luln of amounis} - :
; s ‘-. el 3nwmnlmfmud
Ff’f’-d{m A.D;usréﬁt-e' ﬂ.& £ *oun/p ‘;‘T,EF? Cammon

Form 100 1988 Side 3
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Farm 1120 (1568) G 2PeEw ey, Page 4

T LINE AN Balance Sheets Beginning ol tax year End of tax year
Assetr (d)
1Cash ., . . ., .. ... ,
2 Trade notes and accounts receivabie i
a Lessallowance forbaddebts ., B, k™)
3 Inventories, . . , , . s
4 Federal and state governmr:nt ubllgatmns .
§ Other current assets (attach scheduie), i

6 Loanstostockhelders . . . ., . .
7 Mortgage and real estais loans , /
8 Otherinvestments (attach schedule)c- D »“-‘ i >4 { i i
9 Buildings and other depreciabie assets. . . i 1 Rt L
a Less accumulated depreciation . . . z Ty 2
19 Depletableasszets , . . . . . .,
a Less accumnyulated depletion
11 Land (net of any amortization)
12 Intangibie assets (amortizable only) .
a Less accumulated amortization .
13 Dtherassets(attachschedule) C e
14 Totalassets . .
Liabiiities and Stnckhoiders Equlty
15 Accounts payable . . , | .
16 Mortgages, notas, bonds payable in lnss than lyear
17 {(ther current lishitities (attach schedule) .
18 Loansfrom stockholders . . ., .
19 Mortgages, notes, bonds payable mlyearar more
20 Other liabilities (attach schedule) .
21 Capitai stock: a Preferred stock. . , .
b Commonstock . . . .
22 Paid-inorcapitalsurplys . . . . , .
23 Retained earnings--Apprapriated (attach sr.heﬂuie)
24 Retained sarningsw—LUnappropriated .
25 Less cost of treasury stock. . . . A
26 Totalliabilities and stockholders’ equutv .. U i ]

LMY Reconciliation of Income per Books With lncome per Return (You are not required to complete this schedyle
if the total assets on line 14, column {d), of Schedute 1, are less than $25,000.)

j -y
1 Netincoreperbooks . . ., . . . , . { 1/ 2. L7 > 7 income recorded on books this year not
2 Federalincometax , . . . . , . . . “included in this return (itemize):
3 Excess of capital losses over capital gains . . 2 Tax-exemptinterest $_
4 Income subject to tax not reco: ed on hooks TAX-.@.E‘!E—E!I’:,f{.‘!. .
this year (itemize): SE €. 48/ ADJYST, L2585 SARRYBAS .. F3ykr
To OTHER WeomE —Stmr L 2353 | 8 Deductions in this tax retum not tharged
5 Expenses recorded on bopks this year not against book income this year (itemize):
deducted in this return {itemize); a Depreciation . . . %... _______
a Depreciation . . | §.. _____ ey 17 fa_ b Contributionscarryover §_____
b Contributions carryover$ ___.._______ / EL’ FagmH137. PIEE, /287
& Travel and entertainment $_____“___7_-_‘$_§_?_ B P PEAT ExP. toiay
'z‘/.#?‘_{-!i..!.'!&-?.'ﬂ - S das ] HEK A NG ThN..... 3¢ v {3920
............................. N 7-‘1‘:»/8 9 Totalof lines 7and 8 , . SRy
6 Total of Imes 1 throughs ., . . Fa ™ ‘2-5 « 10 Income (line 28, page l)—hneSIess lmeB K /P 06 .3
LT ELIBRS B Analysis of Unappruprlatad Retained Earnings per Books (line 24, Schedule L) (You are not requnred to
complate this schedule if tha tota assets on line 14, column {d), of Schedule |, are less than $25,000.)
1 Balance atbeginmingofyear . . , . . | _2.74‘5_621@ 5 Distributions: & Cash . .
2 Netincomeperbooks ., , . . , . . . W ALEEY - b Stock . . .
3 Other increases (itemize); ______ e ¢ Property . .
__________ ,,_____________,__________,'____ & Other decreases (itemizey; _______.._
e em e : 7 Totalof lines Sand 6 , . . . . .
4 Totalofiines 1.2 an83 . 1 - o o o /57479 f}__B Baianca atend ofyear (line 4 less line 7) [ 79722 7 %4

BR000476
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SCHEDIULED
(Form 1120)

Department of the Treasury
Internal Revenue Service

Capital Gains and Losses

To be filed with Forms 1120, 1120.4, 1120-DF, 1 120-1C-DISC, 1120F,
1120-FSC, 1120-H, 1120L, 1120-ND, 1120-PC, 1 120-POL, 1120-REIT,
1120-RIC, 990-C, and certain Forms 990.T

MB No. 1545-0123

1988

MName

ANGE L

CHEMeC AL Lo,

I N e

Employer identification numibver

[ZXIL short-Term Capital Gains and Losses—Assots Held One Year o Less

g 274831

{Six months or less if acquired before 1 /1/88)

(a) Kind of property and deseription {b) Date acquired ) Date sobd . {#} Cost or other basis, Gain (or loss)
(Example, 100 shares of 2" (o) {mo.. day, y:-l (fm. day. yr.) (d) Gross saes price plus mxpense of saie mua)'lm (&N
1
2 Short-term capital gain from installment sales from Form 6252, fine 22 ar 30 L2
3 Unused capital loss carryover (attach computation) . , |, . . . | . L3k )
] 4

4  Netghort-term capital gainar(lossy . ., ., . .
IE’II Long-Term Capital Gains and Losses

~—Assets Held More Than (ne Year
(More than six months If acquired before 1/1/88)

5

PILaRim APTULTARLE

RATE Fuu —

la 33 SIHARES

92< E1pe| 97,0 [ow

LETHRE

'1-"."»3::] L=

(#5623

6 Entergain from Form 4797, line 7or9 .

[} [l . L] [ LI

7 Lang-term capital gain from instaliment sales from Form 6252, line 22 or 30

C .. .. . |LB e v LY

8 _Nst iong term capital gain o (loss) 8 3553
eI Summary of Parts | and il

9 Enter excess of net short-term capital B3in (line 4) over nat Jong-term capital loss (line 8y . . . ., . . |9 ‘
10 'Net capitat gain. Enter excess of net long-term capital gain (line 8) over net short-term cagital loss (fine 4) |10 3553

11 ° Total of lines % and 10. Enter here and on Form 1120, line 8, pape 1; or the propar line on other retums
Note: If insses exceed gains, see instructions on capital Iossas for expianation of capital ioss carrybacks.

Instructions

{Saction referances are to the Internal
Revenue Code uniess otherwise noted.)

Purpose of Form

Thig Schedute D should be used by a
taxpayer whose tax year begins in 1988 and
wha files either Forms 1120, 1120-A,
1120-DF, 1120-1C-DISC, 1120F, 1120-
FEC, 1120-H, 11201, 112(G-ND, 1120-PC,
1120-POL, 1120-REIT, 1120-RIC, 990.C,
of certain Forms 990-T, to regort sales or
exchanges of capital assets, Sales or
exchanges of property other than capital
assets, including property used in a trade or
business, involuntary convarsions (other
than casualties or thefts), gain from the
disposition of intarest in oll, gas, or

geothermal property, and the section 291
adjustment to section 1250 gains should be
reported on Form 4797, Sales of Businass
Property, See the instructions for Form
4797 for more information.

if property is invaluntarily converted
because of a casuatty or theft, use Form
4684, Casuzlties and Thefts,

Parts | and Il

Generally, a corporation should repont saies
and exchanges, including "'like-kind"
exchanges, even though there iz no gain or
lass. No loss is allowed for a wash sale of
stock ar securities or from a transaction
between related persons (sections 1091 -
and 267},

In Part |, report the sale or exchange of
capital assets held ope year or less. In Part
il, repart the sale or exchange of capital
aszets held more than one year, For
property acquired before January 1, 1988,
the holding period is & manths. '
What Are Capital Axsets?—~Each item of
property the carporatton heid {(whether or
not connected with itz trade or business) is
# capital assat except:

1. Assetsthat can be inventoried or
property held mainly for sale to
customers.

2. Depreciabie or real property used in the
trade or business,

3. Certain copyrights; literary, musical, or
artistic compositions; letters or
memarandums; or similar property.

For Paparwork Reductian Act Nolice, see page 1 of the Instructions for Forms 1120 and 1120-A

Schedule D (Farm 1)20) 1982

BRO00477



INGOME YEAR

1988

Depreciation and
Amortization

CALIFORNIA FORM

3885

* Altach to Form 100

Cospotation name Cahlomia eorporation humber
NGELES CHEMICAL . co  INc. D-ocavrgyy
Part | Depreciation Y
(8) Description of prapesy {b) Date (&) Cost or {d}) Depraciainn {o) Methed |0 Lite {g) Depraciation
! acquired Mher basia dllowad or allowabile ol liguring of rate tor ihiz year
in warlier years aepra-
cialign
1 Tatal additiona! fiest-year depreciation. See instructions for fimitation, Do motinclude below ... .. ... ...l
2_Other deoreciation (see instructions):
OFFilcE TRAILERS J-r‘;/'?&-f-fa FE< 197813 gg8772 | PPB |T1. 9785 SseX
TRveKs {E.Tﬁ.MLEP.s I8 T= la-/8e 15’1,{2.5'-; /e ite & L 3706 Yrx 2..311-/-5'7
e e /287 ' 2474 222 | DDA | Fye- [ e3s
A 8/28 10 3/89 |4/96% =0 — | DB |5 ves EY)
LoANT EQuePMENT | B/1vTo 3/27 4387247 | 277 8% |5c /008 STe9yes 97 B2
= = S22 70 B/RR | 9R Y Lo277 | Dpa | 7 2502
s a Lf2a - ¥/ge |53 558 O~ | DbE  |Ste]yes NES- %]
Fuln. £ FrxT, i o #/87 1(9/539 2kb/pe] Sa [STaTver 24 /80
v e 17En T #/ZR | 5o05¢ Ll bnpm  151a e, +767
o Lfxp 1o 11/22 | $739 —O— | ppA (S yes i1¢3
PLANT £/25%0 H/ge [Rrirger 26¥ 232 1S /Dp R |57 20 YRS Sebs
el MARCH 1925 f1598 /o | DPR 177 Yee )
ot 2/BR To 4/Z9 | Iip5su ~D- | P02 |7 yes 079
DELETIONG 2 545 B
3 Total. Enter hers and on FOMm 100 .o oove e seeeee e e ) ! 53
Part Il _Amortizalion of Propery
{a} Dascription of proparty () Dare {e) Costor (d} Amartization {#} Coude {0 Pancd ar | (g) Amorization
Acyuired other bagiz allowed or allowahle section percanipge for this year
in earlitr years .
Total, Enter hers 300 0N FOMM 100 . ... v vttt et s e e e e s e b inaaeeares oo
FTB 3885 (Rev, 12-88) Side 1

BROQ0478



The Ter Furm Library, 518 W, Mawn 51, Lownke, Ky, 80202, 1502} 509 7486

F;,m 4797 Sales of Business Property

(Alsg, Involuntary Conversions and Recapture Amounts Under

Denartment of the Treasury Sections 179 and 2B0F)

1988

Attach
Inteérnal Revenue Service B Attach to your tax return, See separate Instructions, se.::._-;:rnb 27
Hame(s) as shown oh return ldentitying number
— - o
ANGELES cyEmicnr <o, 7577 274K 4 0y

Sales or Exchanges of Property Used in a Trade or Business and Involuntary Conversions From Other Than
Casualty and Theft—Property Held More Than 1 Year {More Than & Months It Acquired Before 1/1/88)

1 Enter here the pross proceeds from the sale gr eachange of real estate reported to you for 1958 on Form(s) 1059.5
{or an equivalent statement) that you will be mcluding on lines 2 ar 10 (colymn d). or on line 20. (Farm 1099.5 15

Statermant for Recipients of Procests From Real Estate Transactions.) . , . o 1
(&) Depreciation () Cost or other
{#) Description of (& Dﬂi} aeguired ((r.'_l Date ,wld) (d) Grast gaips ";kmﬂ basts, plus . ((f;ln?iilr.g?fhe “g;)nﬁﬁ?l!)
ropirly {mp., day, y1.) M., day, yr. price {or aowable) improvements an J
g i SinGe sEquisition erpanseof sale | 3UM of (Q)and (&) minus ({3}

3 Gain, if any, trom Farm 4684, Section B, line 21 | . e
4 Section 1231 gain from installment salas trom Form 6252, line 22 or 30
& Gain, if any, from Pact )11, line 32, from other than tasualty and thett,
6 Addlines 2 through 5 in columns (g} and . . . L

7 Combine columns (g) and (h} of line 6. Enter gain or {losg)

here, and on the appropriate Jine as follows (partnerships see the
thstructions for fine references); P o e e .

- . . LR . R

It hne 7 is zero or a lass, enter the amaunt on line 11 belaw and tkip lines 8 and 9, (3 corporations enter the loss on Schedule K
(Form 11208), line 5.3 1§ hne 7 is 2 gain and you_did niot have any prior year saction 1231 Insses, or they were recaptured in an
earlier year, enter the gain a5 a long-term capital Bain on Schedule D and skip lines &, §, and 12 below.

8 Nonrecaptured net section 1231Im.*.esfmrnpriuryears(see!nstructiuns). o
9 Subtractline 8 1rom line 7 If zero of less, enterzere . . . .

’ P . 1

- = +

Itline 9 is zero, enter the amaunt from iine 7 on line 12 below. il line 9 is more than zerg, enter the amount fram line 8online 12 hal

amounit frem line 9 asa long-term capital gain on Schedule D, See Specific Instructions for line 9.

|

ow, and anter the

m Ordinary Gains and Losses

(&) Deprociation {f) Co=t ar other
(@) Deashpnonof | (b} Datea:qwr;d {2] Oatw soid {d) Groxs saies allm.mec‘l]l . “us-s, plus ) ((lgﬂ}ﬁ?aﬁne “g;)plliﬁia)
propert mag,, day, yr. ma., day, yr, rice af Jigwable mprovements an H
Y ( i ¢ vy P sif‘mu acouiition | expengeofsaie | Sum ol (dhand (e)) minus (1))

10 Ordinary ERINS and lpsses pot included on lines 11 through L6 (inciude proparty held ¥ year or Jess} (5 months or less if acquired before 1/1 /88):

2 Forp TaK] “fos/[18] 3e/f89] Sen | (w790 [ Jmige 3325

b STAKE T8 Jﬂfﬂr;gé 9/ /28] ez b | SSoi|  u s

L7 TRATnR! sofor/55 | £/a//RR] Soon fesg S 3/% 2
‘ 2

REPLIR #':r"i’ggi 3@45 2| 2/a,/85 =0 = e 2. 4wl 2R
RELUR¥YI TR0 /20 /29| #/a/ /8 o = 45e | L4ox| sguE

11 Leosg, ifany, fromiine 7, .

12 Gam, if any, from fine 7, or amount from line Bif applicable ., ., , , . . . e o

13 Gain, if any, from line 31, Farth , . . , . . e e e e e e
14 Net gain or (lnss) from Form 46584, Section B, lines 13 and 208 . . . . L. ..

15 Qrdinary gain from instaliment sales from Form 6252, line(s) 21 anQfor 28, . , . . . . . . . .

16 Recapture of section 179 deduction for partfiers and & corporation shareholders from proparty dispositions by
partnerstups and S carporations (see Instructions) -

17 Addlines 10 through 16 in calumns (g and (h) | e K ¢ /o
12 Cumbinecolumns(g)and(h)ofline 17. Enlergainnr(luss)here,andcmtheappmpriala!ineasfeunws: e e e

B For all except individual returns: Enter the gain or (loss) from fine 18, on the return baing filed,
b Forindividuai returns:

+ [ fl P . +

.

(1) If the Joss on line 11 inctudes a ioss from Fgrm 4684, Section B, Part 11, culumn)'(le(ii), enter that part of the loss here and |

on line 21 of Scheduls A (Farm 1044). ldentify as trom “Farm 4787, line 1861 ' Ve e e e e,
{2) Radetermine the gain or {loss) on ling 18, extluding the loss (if any) oh line 18h(1), Enter here and on Eorm 1040, line 15

For Paperwork Reduction Act Notice, st pags 1 of separats Instructions.

Farm A797 (1ea8)

BR0O00479



Form 4797 {1988) FE -2 B2y, Page 2
[ZYATT Gain From Disposition of Property Under Sections 1245, 1250, 1252, 1353 2nd 1355
Skip section 1252 on line 27 and in the Instructions if you gid not dispose of farmland or if yau are a partnership,

19 Description of sections 1245, 1250, 1252, 1254, and 1255 property 3;::.1;::‘5:';?3 (mnutlg:;:lgt,)
A SToPAGE CouTAINERS HEZ*PEN@, Y f29
- !
C
1]

) Property Proparty Property Property

Relate linex 194 through 19D to these colummn 3 A B [ D

20 Grosssalesprice . . . e e e -5."7-93 g

21 Cost or other basis plus expense of saie o e e e e &

22 Depreciation (or depietion) allowsd (or allowable) , . . . . . . AN A

23 Adjusted basis, subtract line 22 fromfine21 . . , . . . . .| £ &E&

24 Totalgain, subtractiine 23 fromiine20. . . . . . , . . . ey Sl

25 It section 1245 property:
8 Depreciation allowed (ar aliowable) (see Instrugtions) .
b_Enter the smaller of line 24 of 25

26  If section 1250 property: If straight line depreciation was used, enter
#eraonfine 26g unless you are a corporation subject to section 291,

a Additional depreciation atter 12/31/75. . . . . . . .

b Applicable parcentage times the smaller of line 24 or line 26a (L1
Instructions),

€ Subtract line 268 fraom line 24, If hine 24 is not more than line 26a,
skiphnes 26dand 268 . ., |, . . .

d Additional depreciation atter 12/3 1/69 and beiure ] /2/76 .
4 Applicable percentage times the smaller of line 26c or 26d (see
Instructions}, , . . P P .
1 Section 29) amount (for corporntmns nniy)
E_Addlines 26b, 28e, and 26! | .
27 It section 1252 proparty:
a Soil, water, and land clearing expenses | .
b Line 278 times applicable percentage (see Instruchons)
c_Entarthe smailer of line 24 or 27b
28  #fsection 1254 property;
& Intangitie griing and development costs, expenditures b developmant af minses
and other natuysat deposits, and mining sapiaration costs (se Instructions) .
b _Enterthe smaller of lins 24 or 28a

29 If section 1255 property;

# Applicable percentage of payments excluded from income under
section 126 (see Instructions), , . . . . | .
b_Entar the smallar of line 24 or 29a
Summary of Part Il Gains (Compteta property co!umns A through D through line 29b before Eoing to line 30.)

30 Taral gains for alt properties (add columns A through D.bre2d) . . . , . . . . . . . e _ﬁﬁ,ﬂ-—

21 Addcolumns A through D, lines 250, 26g, 27c 285, andZQb Enter here and in Part Ii. ne 13. (seethe tnstructions for Part IV if
this 15 an instalimentsale) . . , . e e . R T

32 Subtractline 31 from iine 30. Enter the portion frorn casuaﬂy and theft on Fm-m 4634 Section B, ime 15, Enter the pomf.m lram
other than casualty and theft on Form 4797, Part I, line & %9, M

Complete This Part Only if You Elect Out of the lnstallment Method and Report a Note or Other Obligation at

Less Than Full Face Valye
33 Checkhereityouelectoutoftheinstaliment metiod ., . . . . . . . . . . . . . . . . . R
34 Enter the face amount of the note ar other obligation . . . . . . . . . L L
35 Enterthe percentage of valuation af the note or gther obligation . , ., T

Computation of Recapture Amounts Under Sections 179 and 280F When Businees Use Drops to 50% or Less
(See Instructions for Part .)

(a)Section 179 | (b) Section 280F

1 Section 179 expense deduction or section 280F recovery deductions . ., . . . Vo e e
2 Depreciation or rec:wery deductions (see instructions) ,
3 Recapture amount (subtract line 2 from line 1) (see Instructions for where to repnrl)

BR0O00480






1120

LU TTORRVIREY T R ST P e R )

U.S5. Corporation income Tax Return OMY No. 15450123
Department af the Treasury For calendat year 1988 or tax yaar beginning _1‘_’-1:’}}-'"_ __1;_" 1968, ending _ ﬂ?_Rv]:'E_ _-'.2‘ 18 _ 3 9 'ﬂ @ 8 8
Internal Revenue Service = For Paperwork Reduction Act Natice, nee page 1 of the Instructlang,
Check if a— Use Name D Employer leentification number
A Censolidated retum [~ ||:n$ l ANGELES CHEMICAL €0O,, INC,. 05-2748321
¥ Personhal holding co. D OUI*I;- Number and street (or P.(). box numper if mail is not delivered to stres) agaress) F Date incocporaieg
c g;;;};;';;;:;; . wiv | 8915 SORENSEN AVENUE 11-1-71
Lea&.}:g.!nc. print Caty of town, state, and ZIP code F Total assets {Ses Specite instrugtisng, }
ingtructions) g_ or type. SANTA FE § PRI NGS, CA 90670 Dioflars Centx
& Check applicable boxes: tl;ﬁ Initial return (ZJD Fingl returm (3)D Change iraddress $ 3 L 038 2 1 23: e
la Gross recipts or sales| | b Less retumns and allawances], |, JcBaw {1c /9,002,717
2 - Cost of gouds sold and/or operations (Schedule A), . . . . . . . . . .12 17,690,540
3 Grossprofit(line lclessiine2) . . . . . . . . . . . . . .. 3 11,312,177
4 ODividends (ScheduleC, line19). , . . . . . . . ., . 4 4,609
ﬁ 5 Interest e e e e Coe . . ] 18,188
S| 6 Grossrents . ]
~ | 7 Gross royaities e e . 7
8 Capital gain netincome (attan:h separate Schedule D} T O 3,553
9  Net gain or (loss) from Form 4797, Part I, fine 18 (attach Form 4?97) . .19 (8,593
10  Other income (see instructions—attach scheduls) . . ... N . L10 63,766
11 Totalincome—Add lines 3through 10andenterhera |, . . . ., , . k122 ]11,393,700
~ (12 Compensation of officers(Schedule®€) . . . . . ., . . . . . ., .. ..., |12 124,000
g 13a Salaries and wages | | | b Less jobs credit] | | ¢ Balancew [13¢ 225,262
$ |14 Repairs oo 14 2L.L23
E [15 Baddebts. S [ 11,340
£ (16 Rents . . , v e e e . e . . . .18} 132,000
E 17 Taxes . . o e e e e e e e e 17 67,042
2 118 interest v . e e e e e e e e . | 18 B,704
£ 19 Contributions (see lnstmctlons fur 10% limtatlom} . ., . ., . . . . . . ., . .. 19 =0-
2 120 Deprecistion (attach Form 4562) , ., . . . . . lL20]| 150,088
3 121 Lessdepreciation claimed in Schedule A and elsewhere on return .. L21a] 172,562 2ib 17.5286
2 |22 Depietion | e e e e e . |22
523Advertismg - 8,023
é 24 Pension, profit-sharing, ete., ptans o e b e e e e e e . 4 9,040
w |25 Employee benefitprograms . . ., . . . . . . . .. ., . . . L25 8,542
€ |26 Other deductions (attach schedule) . . . . C. , . lee] 872,192
T 127 Total deductions—Add iines 12 through 26 and enter here . ce e w27 |L,0l1,306
o |28 Taxable incorne before net operating loss deduction and special deductions (Ime 1llessline 27y . | 28 (117,606
& |29 Less: aNetoperating loss deduction (see instruetions) , . ., . . . . |29a
b Special deductions (Schedule C. fine 20) l’ﬁ 3,22 29¢ 3,226
30 Taxableincome (ine 28lessline29¢) . . . . . . . . . . . . .ok . 30| (120,832
31 Total tax (Schedute J) . .o e e e e 31 =0-
S 132  Payments:a F587 overpayment credited to 1983'12.3 4,800
G | b 1988 estimated tax payments 32b
E | ¢ Less 1988 refund applied for on Form 4466 L32c.1C. }{d Balw{ 324 4,800
& | ® Taxdeposited with Form7004 . , . ., . . |32e
e { Credit from regulated investment companias (attach Fnrrn 2439) . |32f
S | & Creditfor Federal taxon fuels (attach Form 4136). . . . 32 32h 4,800
2 33 Enter any penalty for underpayrment of estimated tax—check Ih l:l cf Fortn 2220 is attached . |33
34 Tax due—If the total of lines 31 and 33 is larger than line 32h, enter amount owed . e )
35 Overpayment—If line 32h is farger than the total of lines 31 and 33, enter amaunt overpaid , . | 3% 4,800
36 Enter amount of ling 35 you want: Credited to 1989 estimated tax b 1,000 Refunded » | 36 3,800
Undet panatves of parjury, 1deelare that | have cxamined this retum, including accompanythg schrdules and staterments, and (0 the best of rmy knowledge and
Please beliel, it is true, correct, and eompiste, Dectaration of preparer (other than Laxpayer) is based on il infarmation of which prapaner has any inowledge.
Sign I
Here ’ Signature of officer m Date ) Tite
. Preparer's Date it Preparer'f A0CH Security number
::;:“"’"’ :lf::::metr AKCHER, BULMAHN & CO Feon 115 gg ETETEITN
1 & r - El Ny I 4 21313799
UseOnly | yousitsetomporess ) —ppenpErE Ok Wooieb 91108

BRO00481



Formt 1120(1988) WA R Yoy § Ry I )

LY Cost of Goods Sold and /or Operations(See instructions for line 2, paps 1.) Fape €

1 Inventory at beginning of year , e
2 Purchases . F e e e e e e, . 2 STATEMENT
3 Costofiabor, , . e e e e e e R - |
Aa Addilional section 263A costs (see instructions—attach schedule) . 4a '/UD. |

b Other costs (attach schedule) . , b e e e e 4b
5 Total-—Add lines 1 through 4b | e e e e e e e 3
6 Inventory stendofyear . e e e e e e e 6
7 Cost of goods sold and/or operations—Line 5 less line &. Enter here and on fine 2, pagel. . 7 7'6 S50 Sifv

Ba Check all methods used for valuing closing inventory:

@ [ Cost (i) B4 Lower of cost or market as described in Regulations section 1.471-4 (see instructions)

¢iy [C] Writedown of “subnormal” goods as described in Regulations section 1.471-2(c) (see instructions)
¢iv) L] Other (Specity method used and attach sxpianation.) ™

----------- M reEEEEEE AR A ARttt e e

b Check if the LIFO invertory method was adopted this tax year for any goods (if checked, attach Form §70).

e If the LIFO inventary method was used for this tax year, enter percentage {or amounts) of
closing inventory computed under LIFQ . . . , . e . e s v . |LBe

Ak mTE .- Ay immmme
. L -D

d Do the rules of section 2634 (with respect to property produced or acquired for resale) apply to the corporation?

.. Byves Do

& Was thera any change in determining quantities, eost, or valuations between opening and closing inventory? If “Yes,”

attach explanation . . . .

4 T A . . 3 L

v ._C_}Yes Bl Neo

EIIIMYY Dividends and Speciat Deductions(See Schedule C instructions.)] () Ositends

recewved

{c} Special deductions:
(8% multiply {2} x (b)

1 Dividends from less-than-20%-owned domestic corporations that are subject ta the

70% deduction (otherthan debt-financedstock) , . . . . . . ., . . . . '4,.'" 2% 70 L 314
2 Dividends from 20%-or-more-owned domestic corporations that are subject to the
BO% deduction (other than debt-financed stock) . . . e e e e 22
3 Dividends on debt-financed stock of domestic and foreign corparations (section 246A) ' instruetmna
4 Dividends on certzin preferred stock of 'iess-than-20%-owned public utilities 41.178
5 Dividends on certain preferred stock of 20%-or-more-owned public utilities A7.059
6 Dividends from Jess-than-20%-owned foreign corparations and certain FSCs that
are subjecttothe 70% deduction, , . .. . ., . . . ., ., ., .., 79
7 Dividends from 20%-or-more-owned foreign corporations and certain FSCs that are
subject to the 80% deduction . , . - 80

B Dividends from wholly ewned foreign subsidiaries subject to the 100% deduction (saction 245(b))
9 Total—Add lines 1 through 8. See instructions for limitation . . . e

1C Dividends from domestic corporations received by a small business investment
tompany operating under the Small Business Investment Act of 1958 .

+

11 Dividends from certain FSCs thatare subject to the 100% deduction (section 245(cX1) 100

12 Dividends from affiliated group members subject to the 100% deduction (secticn 243(a)(3)) 100

13 Other dividends from foreign corparations not included in lines 3, 6, 7, 8, and 11
14 Income from contralled foreign corporations under subpart F (attach Forms 5471)
15 Foreigndividend gross-up (section78) . . . . . . . . . . . . ., .
16 1C-D15C and former DISC dividends notincludedinlines 1, 2, and/or 3 (section 246(d))
170therdividends......................
18 Deduction for dividends paidon certain prefered stock of public utilities (see instriictions)
15 Total dividends—Add lines 1 thrgugh 17, Enter here and on line 4, page 1. & g hd

20 Total deductipns—Add lines 9, 10, 11, 12, and 18, Enter hare and on line 295, page 1

. ' vt

Compensation of Officers (See instructions for line 12, page 1.}

Complete Schedule E only if total receipts (line 1a, plus lines 4 through 10, of page 1, Form 1120) are $150,000 or mare,

{a) Namne ot afficer ’ {b) Social b © P"““%M Pﬂ:ﬁ?"“?': ij’guralm A t of compensation
i security numbar t:mn; S;m‘es w i Commen T (&) Freiees {1} Amount of compensatio
1 % % %
 SeHENJLE %] % % %
: % % %
% % %
% % %
2 Totalcompensationof officers ., . . . . , . . . . . . ... . .,
3 Less: Compensation of officers claimed in Scheduie A and elsewhere on return AL ¢ )
4 Compensation of officers deducted on line 12, paga1 . / Ldyf-u-sa

BR0OO0482



Farm 1120 (1988 G LT3y Page 3

m ‘Tax Computation (See instructions.)

1 Checkif you are a member of 2 controlled group {see sections 1561 and 1563) |
2 fline 1is checked:
a Enter your share‘of the $30,000 and $25,000 taxable income bracket amounts (in that arder):

o 1% N R B I T B
b Enter your share of the additional 5% tax {not to excead $11.750) |8 |1
3 Income tax (See instructions to figure the tax). Check this box if the cnrporatmn isa quallfled personai
service corporation (see instryctionsy ], . . . e e e . .-
4a Foreign tax credit (attach Form 1118) . . . . . , . . . . . | 4a
b Possessions tax credit (attachForm5735%). . . . . . . , . .
¢ Orphan drug credit (attach Form &765). . . . ., . -
d Credit for fuel produced from a nonconventional soutce (see
instructions) . . . . . , . . . o

& General business credit. Enter here and check whnch forms are attached
[ Form 3800 [ Form 3468 T Form 5884

LlForme478 [lForme7es [Jremssss . . . . . . .
f Gredit for prior year minimum tax (attach Ferm 8801) . . - , .
5 Total—Addlines 4athroughdf . . . . . ., ., . ., . B - O-
& Line3lessline5 . . . O I - —o-
. 7 Personal holding company tax (attach Schadule PH (Form 1 120)) e A
B Recapture taxes. Checkif from: CJForma255 [ClFormss1r . ., . . . . . . . . . . 3
Ba Alternative minimum tax (see instructions=-attach Form4626) . . . . . . . . . . . . .| 92
b Environmental tax (see instructions—attach Form 4626 . . . . . . . . . . S]]
10 Total tax-—Add lines 6 through 9b. Enter hereandon line31,pagel . . . . . . . . . . .| 10 = -

Additional Information (See instruetion F.)
H Refer to the Jist in the instructions and state the Drinr.ipal:
{h Business aclivity tode no. = =/

L I - L L L L

At any time during the tax year, did the corporation have an interest
in or a signature or other authority ovar 3 financial account in a
foreign country {such as a bank account, secyrities account, of
other financial account)? ., . .

(See instruction F and filing raqmrements fur !orm TD F 90 22 i )

If ““Yes," anter name of foreign country =,

| (1) bid the corporation at the end nf the tax year gwn, directly or
indirectly, 50% or more of the voting stock of 2 domestic
corparation? (For rules of atfribution, see section 267(c).) ,
if “Yes," attach a schedule showing: (a) name, address, and
identilying number; (b) percentzge owned; and (c) taxable
income or (loss) before NOL and special deduetions of such
" gorporation for the tax year ending with or within your m
year.

Was the corporation the grantor of, or transferor to, u foreign trust
which existed during the eurrant {ax ysar, whether or not the
corporation has any beneficial interestinit? . . . . ., , ,

If “Yes," the corporation may have to fife Forms 3520, 3520-A, or 926.

During this tax yesr, did the corporglion pay dividends (other than
stock dividends and distributions in exchange for stock) in excess of
the corporation's current and accumplated eam mls aﬂd prums?
(Semsections 301and 316.) . . . . .

If “Yes,” fila Form 5452 If this is 3 mmlidated teium, answer
fere for parent corporation and on Form B51, Affiliations Scheduie,
for each subsidiary.

{2) Did any individual, partnership, corporation, estate, or trust at
the and of the tax year pwn, directly or indirectly, 50% or more
of tha torporation’s vating stock? (For rules of atiribylion, sse
section 267(c).) If "Yes,” complets (a) through (c) . .
(3) Attach a schedule shawing name, address, and idsntifying

mumber. During this ex ysar did the corparation maintaia any pxrt of its

accounting/tax records on a compuierized system? |

Ghech method of accounting:

(1] Cash

(2)ED Accrual

(3) ) Other (specify) ™ __ oo .
Check this bos i the corparation issued publicly offared debt
instruments with original issue discount , ., D
If 50, the corparation may have to fils Form 8281,

Enter the amount of tax-axampt interest recaivad or accrued during
thetaxyear | | |

Enter the number of sharshalders at the end of the tax yaar if there
were 35 or fewar shareholders » =

(b) Enter percentage owned b

() Was the owner of fuch voling stock a person other than a
L1.3. person? {See instryctions.) Note; /f “Yas," the
corparation may have to file Form 5472 ., . / A

I “'Yes,"” enter gwner's country > _ ___ ...
4 Was the corporation ¥ U5, shareholder of any controlled furmgn
corporation? (See sections 951 and 957, . . . . ..
It "Yes" attach Form 5471 for each such corporation.

BR0O00483



Form 1120(1988) G 2T7E Y2y, Page

Balance Sheets Beginning ol tax year End of tax year
Assnts (@) () () (0]
1Cash , , . . e e e e - R LAY
2 Trade notes and accuunts receivable . . /.3t B s i /b /
a Lessallowance for baddebts . . . . . L/ /i F1BG wax f/ 5o o5
3 lnventories. . . . . s i 2
4 Federal and state gﬂvernment abl:gatmns A
5 Other current assets (attach schecuie). . . Lt 5, L 223 93,2

6 Loanstostockholders . . ., , . . .
7 Mortgage and real estate loans , .

& Other investments (attach schedule)c- D -A‘ = 1= 20 aTo
9 Buildings and other depreciable asssts, . . /5458 X
a Less actumulated depreciation ., . . . 42931 6§11 3901 JE Y S 45

10 Depletableassets . . . , . ., . . .
a Lessaccumulated depletion . . . .
11 Land {net of any amortization) . . . . .
12 intangible assets (amortizableonly). . . .
a Less accumuiated amortization . . . .
13 Other assets (attach scheduie) e
14 Total assets
Liabilties and Stockholders Equity
15 Accounts payable . . . ;
18 Mortgages, notes, bonds payabia in Iessthan 1 year :
17 Other current liabilities {attach schedule) . , |
18 Loans froam stockholders . |, -
19 Mortgages, notes, bonds payablein 1 year or mara
20 Other tiabilities (attach schedule} ., , .
21 Capital stock: a Praferredstock. . , . .
b Commonstock . . . .
22 Paid-in or capital surplus
23 Retained ¢amings—~Appropriated (anat:h schedule)
24 Retained earnings—Unappropriated . . 19/9798
25 Lesscostof treasurysteck, . . . . . . ‘ )
26 Total liabilities and stockholders' equity . h 2238 /3s

Reconciliation of Income per Books With Income per Return (You are not required to complete this schedule
if the total assets on lina 14, column (d), of Schedule Lara iess than $25,000.)

iy 517
i 3238 /14
T

1 Netincomeperbooks . . . . , ., , . '( (ler? 2] 7 Income recorded on books this year not
2 Federalincometax . ., ., . . inciuded in this return (itemize);
3 Excess of capital losges over r.apital gams A a Tax-exemptinterast §_____ envernren
4 income subject to tax not recorded on books TAY-.-. QE.“ .@!5‘-., :’,'Hf 'f."-'.‘.‘![- -
this year (itemize): SE€. 487 ADJUsT, Lass, cARRYL A ... Y3por
To OTHER I4eomE— Sy # 235324 | g Daductions in this tax return not charged
5 Expenses recorded on books this year not against book income this year (itemize}):
deducted in this return (itemize): a Depreciation , . . $___________
a Depreciation . . . $______. 1Tl b Contributions carryover $ ., ____
b Contributions carryover$ ____.. /i Fartm F137 PIE [ 237
€ Travel and entertaioment , § _____ 1) BAP _PEARAT EXP. -_l?."f_é:'-
‘f/ﬁ?..‘?d..’!1’:‘-:-'_":6,2*..-.-.“.____ o o f/_#.s_.SA..'ﬂ&-.TAh __________ /3010
........................................ L5718 9 Totalof lines 7and8 . . _ﬁﬂi%_’_
6 Total of lines 1 through 5 " < L1 S 3 10 Incoms (ine 28, page 1}-—Ime51ess line 9 < 7/ z 836
Schedule M-2 ENEITLY 1 Unapproprlated Retained Earnings per Books (line 24, Schedule L} (You are not required to
complete this schedule if the tatal assats on line 14, column (d), of Schedule L are less than $25,000.)
1 Baiance at beginningofyear . . . . , | 202496 A & Distributions: » Cash . . . ,
2 Netincomeperbooks . . . . . . . . <A1 b Stock . . . .
3 Other increases (itemize). ¢ Property . . ;
& Other decreases (temize): _______...
7 Total of Ime;-E -a-n-n:l- -E"". .
/G752 9 f B Balance at end of year (line 4 less line 7) (97 2P

BR0OQ0484



1 cma b

WIMTRIT- 2@, MAIR 3, Loiswlie, Ky, 40207, 15W2) BHY-74EG

SCHEDULED Cﬂpit3| Gains and Losses OMB No. 15450123
(Form 1120 To be filed with Forms 1120, 1120-A, 1120-DF, 1120-1C-DISC, 1120F,

Department of the Treasury 1120-FSC, 1120-H, 11201, 1120-ND, 1120-PC, 1 120.POL, 1120-REIT, ﬂ @8 8
Internal Revenue Service 1120-RIC, 990-C, and certain Forms 990.T

Name

ANGELE s CHEMmCAL o, IMNe

m Short-Term Capital Gains and Losses—Assets Held One Year or Less
‘ (Six months or less if acquired before 1/1/88)

Employer ldentification number

95" 2783

ind of ipti b i | ‘ i
Canel TERTEY | SN | Q0SS | @omsese | Gozamime [0 gngmo
1
2 Short-term capital gain from instaliment sates from Form 6252, line 22 0r 30 .o L2
3 Unused capital loss carryover (attach computation) _ 3k )
4 Net short-term capital gain or (loss) . P 4
A1) Long-Term Capital Gains and Losses-—Assets Held More Than One Year
: (More than six months If acquired before 1/1 /88)
5 "
FrraRim APIUSTARLE
EATE Fuidp -
{2 3ro SHARES |92 slpse /it [rm | /E74BS| 3374 | 745 LR
6 Enter gain from Form 4797, tine 7 or 9 e e e e N s i 2 0
7 Long-term capital gain from instaliment sales from Form 6252, ine 22 or 30, . . ' 7
B Net long-term capital gain or (ioss) B 3553
] Summary of Parts | and 1l
5 Enter excess of net short-term capital gain {fine 4) over net long-term capital loss {line 8) . . . . . .| 9
10 Net capital gain. Enter excess of net.luﬁg~term capital gain (line 8) over net short-term capital loss (line 4) | 10 3 553
11 Total of lines 9 and 10. Enter hera and on F

orm 1120, line 8, page 1: or the proper line on other returns 11
Nota: If losses axceed gains, see instructions an capital lasses for explanation of capital loss carrvbacks,

2 L3

Instructions

{Section references are to the internal
Revenue Code unless otherwise noted.)

Purpose of Farm

This Schedule [ should be used by a
taxpayer whose tax year begins in 1588 and
whe files either Forms 1120, 1120-4,
1120-DF, 1120-C-DISC, 1120F, 1120-
FSC, 1120-H, 1120L, 1120-ND, 1120-PC,
1120-POL, 1120-REIT, 1120-RIC, 990-C,
ar certain Forms 950-T, to report sales or
exchanges of capital assets. Sales or
exchanges of property other than capitai
agsets, inciuding property used in a trade or
business, involuntary conversions (othar
than cazualties or thefts), gain from the
disposition of interest 1 ¢il, gas, or

geothermal property, and the section 291
adjustment to section 1250 gains shoulg be
reported on Form 4797, Sales of Business
Property. See the instructions for Form
4797 for more information,

I¥ praperty is involuntarily converted
because of a casualty or theft, use Farm
4684, Casuafties and Thefis,

Partsland 1]

GGeneratly, a corporation should report sales
and exchanges, including “like-kind™
exchanges, even though there is no gain or
loss, No loss is allowed for a wash sale of
Stock or securities or from a fransaction
between related persons (sections 1091
and 267).

In Part |, report the zale or exchange of
capital azsets hald one year or lass, tn Part
H, report the sale ar exchange of capital
assets held more than one year, For
property acquired before January 1, 1988,
the hoiding period is 6 months.

What Ara Capital Assets?—Each item of

property the corporation held (whether ar

nat connected with its trade or business) is

a capital asset except:

1. Assets that can be inventoried or
property held mainly for sale to
customers.

2. Depreciable or real property used in the
trade or business,

3. Certain copyrights: literary, musical, or
artistic compositions; letters or
memorandums; or similar property.

For Paperwork Reduction Act Notice, see page 1 of the Instructions for Forma 1120 and 1120-A.

Scheduls D (Form 1120) 1988

BR0O00485



o 4562 Depreciation and Amortization

Department of the Treasury » See separate Instructions,
Internal Revenue Service = Attach this form to your return.

OMB Mo, 15450172

1988

Atrashment
Seguence e BT

MName(1) 45 shown on retuth

AGELES enEMICA  co  JNe,

Identifying number

GEATHE D)

Business or activity to which this farm relaies

[ZX3] Depreciation (Use Part Hi for automobiles, certain other vehicles, computers, and property used for entertainment,

recreation, or amysement, )

Section A,—Election To Expense Depreciable Assets (Section 179)

(3} Desemption of property . (b) Date placed in service <) Cost

{d) Expense depuction

2 Listed property-~—Enter total from Part I]t, Section A, column (h).
3 Total {aad lines 1 and 2, but do not enter more than $10.000) .

4 Enier the amount, if any, by which the cost of all section 179 property placed in service durmg thss tax year s
morethan 3200000 . . . . . . . ., . . .

5 Subtract line 4 from line 3. If less than zero, snter zero. (See mstructmns fur other hrmtatlons Y. .

Section B.—Depreciation

‘ (b) Date (£) Basis for depreciation (e) Methad
{a} Class of property placean {Business use only—see @ s:ﬁ:;ew Iig::ing
Service . instructions) depreciation

6 Modified Accelerated Cost Recovery Systemn (MACRS) (see instructions); For assets placed in
service ONLY during tax year beginring in 1988

a 3-year property

t1} Deduction

b S-year propecty

£9734 |5 yas, [PDB

J B’DD+

¢ 7-year property

k497 |7 res. |DDPB

83

d 10-year property

& 15-year property

f  20-year property

g Residential rental proparty

b Nonresidential reat property

7 Alternative Depraciation System (ATS)

8 Listed property—Enter total from Part W, Section A, colemn{g), . . C e e

3 MACRS deduction for assets placed in service prior to 1988 (see mstructmns) 2% &g
Settion C.—ALCRS and/or Other Daprectatiun ’
10 Property subject to section LEB(H(1) election (see instructions)
11 ACRS and/or other depreciation {see instructions) | 13 ‘-r‘" -8 2

. Section D.-—Summary

12 Total (add deductions on lines 5 through 11). Enter here and on the Depreciation line of your return (Partner-
ships and § corporations—Dio NOT include any amounts entered on Ime 5) . . G

13 For assets above placed in service during the current year, enter the portion of the basis
attriputahle to section 263A costs. (see instructions), .

Amaortization

) oda {w} Amgrtiza-
{a) Description of property (b) Date acquired (‘A Caut or G tion period or
oliher L saction percentnge

1 Amortization for property placed in service only during tax year beginning in 1988

(1) Amentizanion
Tor ths ynar

2 Amortization for property placed in service priorto 1988 , . . . e e e e

3 Total. Enter hers and an Other Deductions ar Other Expenses line of your ruturn .

See Paperwork Reduction Act Notlce on page 1 of the saparate instructions.
Us. < Mook fepa 1 2176

Farm 4562 (1988)

BR0O00486



Sales of Business Property

(Also, Involuntary Conversions and Recapture Amounts Under
Sections 179 and 280F)}

B Attach io your tax raturn. Sea separate fnstructions,

on 4197

Pepartment of the Treasury
Internal Revenue Service

OMB No 1945.018a

1988

Attachment
Seguence No 27

Name{s} as shown on return identitying numbey

AN, EI_I:}._\.

e EMLGAL. &2, INe,

95 ~ 21T B2

Sales or Exchanges of Property Used in a Trade or Busmess and Inveluntary Conversions From Other Than
Casualty and Theft—Property Held More Than 1 Year (More Than 6 Months If Acguired Before 1/1/88)

1 Enter here the gross proceeds from the sale or exchange of real estate reported to you for 1988 on Form(s) 1093-5
{or an equivalent statement) that you will be including on lines 2 or 10 (colurnn d), or on line 20. (Form 1099 Sisa

Statement for Recipients of Proceeds From Real Estate Transactions,) . 1
- (v} Cepreciation ( Cost or ather :
{#) Description of {b) Date acnuired (£} Dhake 1ol {d) Groas sales ! nll’i‘:med oba!.t.-. plus «fﬁ'ﬂ..‘?ﬂﬁne ((’g;)p?::?e)
property (mo., day, yr.) {mo., day, /1) prick sis‘ge';mij:m" “"Li;":;::"f“:a't':" sum of (d) and (e}) rnus (1)
2
3 Gain, if any, from Form 4684, Section B, line 21, . . . PN
4 Section 1231 gain from instaliment ales from Form 6252, fine 22 of 30 e e

& Gain, if any, from Part 1M, line 32, trom ather than casuslty and theft. , , .,
& Add lines 2 thraugh S in columns () and (h) .

L) ' [ v

7 Combine columns (g} and {h) of line 6. Enter gam ar (lnss) here, and an tha appropriate ling as follows {par‘tnershlps 588 tha

instructions for line references): C . P o

if line 7 is zero or a less, enter the amount on line 11 below and sklp lines 8 and 9. (5 corporations enter the loss on Schedule K
(Farem 11203}, line 5.) # lne 7 is a gain and you did not have any pricr year section 1231 iosses, ar they wera ragaptured in an
earlier yoar, entar the gain as a long-term capital gain on Schedule D ana skip lines &, 9, and 12 below,

B Nonrezaptured net section 1231 lesses from prioryears (see Instruetions) . . . . . . ., . . .
9 Subtract line 8 fram line 7. if zero or jess, enterzers . . . P

b ———

Ifline 9 is zero, enter the amount from line 7 gn line 12 below, 1¥ hne 9 is more than 2ero, enter the amoynt from line B on line 12 below, and enter tha

amount from line 9 a5 a long-term capital gain on Schedule D. See Specific instructions for line 2,

m Ordinary Gains and Losses

() Depreciation (1} Cost or ather

{#) Deseripten of {b) Date acquirerd ((c) Dadl: sod () Gross saies ( j"uwg% | " hasis, pht‘s ) ((l;?ni:?lﬁne
roperty {mua., day, y1.) mo., a3 rice ar ailgwahle) EprovEmEnts
P v : since acquisition e&pense otspie | SUmof (d)}and (e))

{h) GAIN
{{0) plus (&}
mipys (1))

10 Qrdinary gains and losses not included on lines 11 through 16 (include property held 1 year or

less) (6 months or less if acquired before 1/1/88):

LR

SCIELULE ATTAeHE g 2as /8L5y | BhLSuyx XY
11 Loss, dany, fromiine?, . . . Coh s s s
12 Gain, if any, from line 7, or amount fn:srn !lne B ifaoplicable . . . . . . . . . . . . ., .
13 Gain, if any, fram lme 33, Partill . . . . P
14 Netgoin or (loss) from Form 4624, Section B, lmes 13 and an e e e e e e
15 Ordinary gain from instaliment sales trom Form 6232, line(s)21and/o¢ 29, ., . . . . . . . . .
16 Recapture of section 179 deduction for partnare and 5 eorporation shareholders from property dispositions by
partnerships and 5 corporations (see Instructions) o e e e e e e .
17 Add lines 10through 6 incolumns{grand(h) . . . . . , + . . . . L. ( I" 3?3 )i Sl
18 Combine columns (g) and (h) of line 17, Enter gain or {loss) here, and on the appfupﬂate Imu asfollows: . . . . , C 553
a  ForaH except individual returns; Enter the pain or (lass} from line 18, on the return being filed. .
b Forindividual returns:
(1} H the loss on line 11 includes a loss from Form 4684, Section B, Part It, calurnn (b)), emur that part of the losg hera ang
an hne 21 of Schedule A (Form 1040). Identify as from *Form 4797 fine 1B01)" .
{2} Redetermine the gain or (Ios5) on [lne 18. exciuding the loss (if any) on hne 18b(1). Enter here and on Form mqo lme 15
Form 4797 (1988)

For Paparwork Reduction Act Notice, sew pega 1 of saparate tnstructions.

BROO0487



Form 4797 (1988) PE-2 YRR 2y Page 2
Gain Fram Disposition of Property Under Sections 1245, 1250, 1252, 1254, and 1255
Ship section 1252 on fine 27 and in the Instructions if you did not dispose of farmtand ar if you are a partnarship.
19 Description of sections 1245, 1250, 1252, 1254, and 1255 property: e wrauived P o
A STORASE conTAINERS 1921 £PROA_ 3o /57
8
C
D
Property Property Property Property
Rulate lines 194 throygh 19D to these columns : » A B ¢ ‘D
20 Grosssalesprice -, ., . e e e ST 9309
21 Cost or other bas:s plus expense uf sale e e goer3
22 Depreciation (or depletion) allowed (orallowable) . . , . . . . MA
23  Adjusted basis, subtract line 22 from fine 21 .. F L8k
24 Totalgain, subtractfine 23 fromline20. . . . . . . | o e 2 P it

25 Hsection 1245 property:
a Depreciation allowed (or allowable) (ses tnstryetions) ., . .

b_Enter the smakler of line 24 gr 253

26 I section 1250 property; If straight line depreciation was use&. antar

zero on fine 26g Unless you are a corporation subject to section 291,
a Additionzl depreciation after 12/33/76 .. . . . . . . .

b Applicable percantage times the smaller of line 24 or lina 26a (see
Instructions). . . . . . . . . . . . . . .

© Subtract line 26a from line 24. If line 24 is not more than jine 26a,
skiplines 26dand26e. . . °, , , . - . .

d Additional depreciation atter 12/31/69 and before 1;1/76
& Applicable percentage times the smailer of Jine 26c or 26d (see
Instructions). . . . . . C e e e e e

f Section 291 amount (Tor corporatmns only}

g _Add lines 26b, 26k and 261 .

It saction 1252 property:

# Soil, water, and iand clsaringexpenses . . . ., . . . .
" b Line 27a times applicable percentage (see instruetions) ., , |,

¢ _Enter the smailer of line 24 or 274

27

28 It section 1254 property:

a  Intangibie drilling and devetopment oosts, supenditures for devwlopment af mines -
and other natural deposits, and mining exploration costs (see Instroctions} . .,
b _Enter the smaller of line 24 or 283

29 |t section 1255 property: ‘ ;
a Applicable percentage of payments excluded fmm income under
section 126 {see instructions), . . . . . . . , . . .

b _Enter the smaller of line 24 or 2% .
Summary of Part 11l Gains (Complete proper‘ty columns A through D through line 29t before going to line 30.)

30 e Y

31 Addcolumns A through O Lines 25b, 253. 276. 28b, and 29b. Entar hers and in Part 11, line 13, (seethelnstmctmns for Part IV 1Y
this is an instaliment sale) |, | . . . .

Subtract line 31 from tine 30, Enter the pnrtmn irom casualty and theﬂ. on Form 4684, Sectum B, line 15, Emet the portmn From
ather than casualty and thef an Form 4787, Part |, line § . “7‘? 241~

Complete This Part Only 1 You Elect Out of the Installiment Method and Report a Note or Other Obligation at
Less Than Full Face Value

Totat gains for all properties (add columns A thraugh D.line28) . . . . . . . . . . . . ., . .. .

az

33 Checkhereifyouetectoutof theinstallmentmethod . . . . . . . . . . . . L 0L o e e L
34 Enterthe face amountof the noteorotherebligation . . . . . . . . . o ke e e e e e e * s ean
35 Enter the percentage of valuation of the nota or other obligation . . .

Computation af Recapture Amounts linder Sections 179 and 260F When Business Use Drops t 50% or Less
{See Instructions for Part V)

(a} Section 179 |(b) Section 280F

1 GSection 179 expense deduction or section 280F recoverydeductions . . . . . . . , . . , .
2 Depreclation or recovery deductions (sam tnstructions) W e e S e e .
2 Recaptura amount (subtract line 2 from iine 1) {see Instructions for where to report) .

BR0O00488



ASHNBELES CHEMICAL CO.. IHC.
Form 47%7 - SBuppovting Schedules

Feriod Ended &/30/89 - ID #: 9T-@74B321
Fart II. Live B - Grdinary Gains and Losses

a b Date c Date d Bales = Depiac f Cost g Los=s b Gain
Deccription ACq- Seld Frice Allowsd or baszis (f-d-&) (d+e—T)
TRUCK & TEAIL 470175 3/01/8% 3. 300, 124170, 18,1940, SHa 300,
(UY "&4 2-GXL10701/8a8 9/01/88 12000, Ba071. S,578. 2.527.
iUy "9 I-AXLIO/OL/8L &4/01/8%9 S 0O, Fa2447 ., F.317. 8740,
REFMIRS #2 8/01/88 3/01/89 254 . BaF%2. B.b645.
DISTRIB/TRANS 1/01/8% 4/01/B% PLn T sL.037 . 1,833,
U JOIMTS #41 1/701/8% 4/01/3% 44, La.4a41, 4,015,

Total @.,300. 18,632, 36,945, 11.893. F.300.

BR0O00489



NAME ANGELES CHEMICAL Co  1NC. IDENTIF ICATION No. ] S~ 2] 83wt
STATEMENT NO. / YEAR ENDED L’i/BG/-K d

SUPPLEMENTARY SCHEDULE FOR CORPDRATIONS

COST OF GOODS S0LD

INVENTORY AT BEGINNING OF YEAR ..oooooeesemescarssssesssmsmassssssssssssssens N T DU -
MERCHANDISE BOUGHT FOR MANUFAGTURE OR BALE 1t mmeesseserssritersessstessstarsresssssss rasssssssssssseassssassssssasssassssssssssessess | asss LR9.0557"
SALARIES AND WAGES ... " 699 T'R-r
DTHER COSTS (ATTACH SCHEDULE] cooseenssserssessssmmasssrmssssssseramsssrsssssrsssssssssssssssssssesees ""75'
TOTAL oo . v ]21.3’35_
LESS INVENTDRY AT END OF YEAR s "
COST OF GOODS SOLD .meree et - 7 650 540
METHOD OF INVENTORY VALUATION
COMPENSATION OF OFFICERS
Tk ) A
NAME, ADORESS, 4N 40CUL SLCURITY MUMBER mrie forvoraoTo ‘:::‘:‘ﬁg: %:{»«Ei::; ComPENEATION | ALLOWANCHS
JolMd: LockpE
BE D =)t SR PRES. ALt [37% /oo voa
KeBERT RER i
S -38 -9y VA AS REQ| 29 %A bt 950
BAD DEBTE — RESERVE METHOD 7
TRADE HOTES AMD ACE TS AMOUNT ADDED TO RESERVE AEIEAYE
YA R OF waan | ALSYOM AGEOUNT [ cumment vear's | pgcovemes Neamer mesenve | FOR BAD DRETI
18
19
19
19
18
19
TAXES CONTRIBUTIONS
PAYRoL = TAXES 42778 | MISC.oRGAMIZED cHARIIIES I 3
FRANCUHISE TA% Yy CARRYSVER FRam FyY F2 S %
PRofPERTY TAXES lot 98 ' : -} 4
FuvEs it aliwAY TARES Iyby .
AR RyALtiTy TAY 2EY . | AMT. IN S xcEIS oF
CrTY BulinEse fAuES 274 10 s L rrml T Ly,
o Ty = LS i
CTHER Ly
TOTAL &} o b TOTAL . £
DTHER DEDUCTIONS
EXPLARATION AMOWUNT EXPLANATION AMDUNT
TRV ENPENLE S/ ato |\ BEus indess LRomsrians @ 8% oY
Adure € TRAveEL 43 353 | PosTALE S 42
LREIGHT  OuT /5995 \rommigsiols Sh Yy
SELLInNeG ExPENLES fhastor | prRECTalS ZEES G0 o
VT SIPE ad Ref Gl lal | INLSURANE E w2l 274
OFEy el SwrPLag s e 950 | pUES & SwBsclirTiods G595
EoM P TER E=PENL e Lo SweTANMT EXPENLE s95Ea
PRoFEssivn/Ae AERVICESR e T36 |Mrse, ExrENSE 283
Vree 1 1T/ s /8423
TE - EfHoNE 3137
U Fam  ExlENLiE L3sd
i TOTAL B73- 49

BR0O00490



e ANGELES CHEM(ZAL . Co L e IDENTIFICATION NO._7 5 —3T¥-23 3 ¢

STATEMENT NO L - YEAR Eunsnm
£oaT =_&oyg LoD ~DTHER Cosrs
Fr-AN7___ ExFENS & 2 X380
LAE ExFE]SE _Ilrye
FREIGHT _In 2 2428
DRUMN  MA N T SN ael c 2 S8 |%
"I'A.n“-: TEST 206 &, ; blooe
Tia £ B B
‘_EQ_Lﬂm.E;A._L__ﬂ;_g TAL | I P28
PELPRE I AT tant 17 m5 st
AtiocpA7ED S A LARR /3517/ 8
ALtotaTED STHER 4 __é_& ‘:ﬂS'TS 35'3[“._3_3’
7634493
‘ LELS tO5TE PEPweTEP oN it NEE
LizTw L O, Lo [lis {_ﬁ#’q\-
ToFfae OTHEAR coasT8 ﬂﬂgg
g - -4
SEeT 1o  HEB] APICSTmMEN TS A~
ADMUT 104 _To S’/zﬁg‘r LNVIEN T Ry T
EcuniinTiod oF /(87 &AD DEBT IRECELY = 11897
Gt 27
T
Lo Ine b uDIB Lyl cwRRENT HEAR Sdeh =t H M- LHE U
DStnundTS EaRNED Mt i = '
DEMVERACE SH39
TELMINALIASG CiANGES EXA Y
ShehRY REIM(BVRSEMENT : {3
ToTit oTHER _foltm pm £ 621744

BRO00491



":'\IAMF“‘ A&z CHE MieAi- e

. AN IDENTIFICATION NO,__ 735 = 2748 33|
STATEMENT NGO 3 YEAR ENDED./ 7 _?"f../. 27
LSEHEDULE &  LINE 5 oTHER lewprislir 2
(N egmis TAv REFevsDd IuiE 4R2Er
L £ = ~ETALL | o ' i o A=A
oTUER Now ~TREANE RECEIVABLES e, )
PREPAL NS UuRANLE fo9228
PREFALD A KAGI NG i | 25
OTHER PREFA S ExPUristEs Wi /ra
ToTAL 2 3|3
SeHEDuL &£ L £_i WE 13 aTHER| AsLs7e
DELaS(TS o DRuMS ley79
o ThER DEPasITS SEra
DPRYUmMmYL owNED - 2|5as
TaTAL 5'5,:5'1,_:1_
ASLEPOCE & LiINE 17 oTHER IRRENT tiaslii, TrES
At RUEP commicsions T3S
NetRuEp PAYRo o {17y
ITUER pAeefvarst /372
CUSramiz g LEPsL s rFlase
T T A L /el PHE
(0 FORM 204 P . REVISED ©/71

ACCOUNTANT STATICHERT & FRINTENS, LOS ANDELES

BR000492
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G (415) 5ks- 2489

August 16, 1989

Mr. James Froelich

Angeles Chemical Co.

P.O. Box 2163

Santa Fe 8Springs, California 90670

Dear Jim:
I am concluding my investigation of Anchem's environmental
issues and am ready to render my ESQP valuation conclusion as of
April 30, 1989, 1In this connection, I would like to have the
statement of cash flows for fiscal 1989 that your accountant is
preparing.
Thanks.
Sincerely,

- i

i Y
Eric M. Bramstedt

EMB: ew
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Monke ¥ Ahsociatss, Fne,
Conponate Financial Consuliants Liwigsion. N iy

111 Soconct Seet
Son Francisco, Cubifornia. 94105

(415) 548-3000
Fow f345) 589- 2089

Qctober 14, 1688

PERSONAL AND CONFIDENTIAL

Mr, Jamezs Froelich

Angeles Chemical Co. Inc.

P.0. Box 2163 ‘

Banta Fe Springs, California 90670

Dear Jim:

Enclosed is the Anchem ESOP update valuation study as of

April 30, 1988 and one photocopy. Also enclosed is our invoice.
‘The $2,250 update fee was agreed upon by John Locke in a recent
telephone conversation.

Thank you for your help and cooperation in the preparation of
this report.

Sincerely yours,
Eric M. Bramstedt

EMB:eow
enclosures

BRO00497
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REPORT OF
ANGEL,ES CHEMICAL CO., INC.

APRIL 30, 1988

LA L 4 1]
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ARCHER BuLMaHN & Co.
CRRTIFIED PLBLKE ACCOUNTANTS

BROOO49E



ARCHER, BULMAKMN & Co.
CERTIFIED PUNBLIC ACCOUNTANTS

G268 SOUTH LAKE AVENLUE - PASADENA. CALIFORNIA SHOS

To the Board of Directors
Engeles Chemical Co., Inc.

We have compiled the accompanying balance sheet of Angeles
Chewmical Co., Inc. as of April 30, 1988 and the related statements of
income and changes in financial position For the year then ended, in
accordance with standards establiched by the American Institute of
Certified Public Accountants.

A compilatfon is limited to presenting in the form of financial
statemente jnformation that is the representation of management. We
have not zudited or performed a review gervice on the accompanying
financial statements, anad accordingly, do not express an opinion or
any other form of assurance on them.

Management has elected to omit substantially all of the
disclosures required by generally accepted accounting principles, If
the omitted dieclosures were included in the financial statements,
they might influence the user's conclusione about the company's
financial position and results of operation, and ¢hanges in financial
position. Accordingly, these financial gtatemente are not designed
for those who are net informed about guch matters.

lnchon Bodrrabe 40

CERTIEIﬁb PUBLIC ACCOUNTANTS

July 14, 1983

BR000499



ANGELES GCHEWICAL CO.r INC.
BALANCE SHEET

ACCOUNTS RECEIVABLE $ 15211,445.84

UNAUBITED
"APRIL 30r 1768
ABSETS ‘
, CURREHT ASSETS - _
PETTY CASM . $ 400.00.
" CASH IN BANK - [4r596.95) -
CASH IN BANK - BORTZ 91276.47
CASH IN MONEY HhRKF By ITI, TS
P.AsR: FUND — e

233,174.28

"-LEas: ADCUMULATED nzpﬁécim*rmu .

NET FIKEF ﬁBEETB

TOTAL DTHER ASSETS

. TOTAL AS5ETS

ti-:ﬂisn?z DE)

. _——m——-— .

e ﬂTHER ASSETE LT,
- DEPOSITS - SR - 42823.00 .
" DEPOSITS - PALLETS *. 489,350

‘DEPOSITS ~ DRUMS - - 129160.7%

2P

ALLOW, FOR DOUBTFUL ACCTS. (21,940.8%)
NET RECEIVABLES 1-13ﬁpﬁo¢ 4 4
AGCTS. REC. - STALLICN " 2%,614.51
ACCTS. REC, ~ OTHER - B8r968.34
ENPLOYEE ADVANCES 25318.51
INVENTORY ~ CHEMICALS - 389:781.24
INVENTORY - PACKABING - 88:550, 31
INVENTORY - PKB.~BORTZ . 287v50%5,31
INVENTORY - GASDLINE ~ < 79027404
PREPAID INCOME TAX E5,888,00
PREPAID INTEREST 2¢7%4.82
FREPAID PROPERTY TAXES .. 2r027.63
PREPAID TANK TESTING {1r733.40)
PREFALD INSURANCE 83r023.80
PREFALD AUTD LEMNSE . : - 775,00
PREPAID cuNBULTANTs FEEB 10,433.32.,
- PREPAID PACKABING e o 25%4570.28°
PREPﬁID-EXtIBE Tnx = FUEL"-:“.ﬂ 1:002.726 .
TOTAL cuaasnr nssers * 2;420,700.01
FIXED ASSETS - AT GOST .
OFFICE TRAILER : 975811443 °
TRUCKS % AUTOS - . 187:733,153 .
TANKS & FLANT.EQUIPHMENT - - 7375213,55 : -
" FURNITURE & EIXTURES - 2000833.00 - Y : -
- CONSTRUCTION IN PROCEES . 15:685.78_ . . L
- PLANT - o - 326r158488 - -:-;ﬁﬁ;;ﬂ_
fnnuns ' 155'595.501"* ‘ At
“TOTAL rIxEn ABBETS' 1.723-533.29

622760433

17,473,358

$ 3,060,933, 5%

-__SEE-ﬁﬂDDUNTAHTB”GDHFILéTIﬂN'RE#DRT-

BR0O0OS00



ANGELES CHEMICAL CO.» INE.

BALANCE GHEET
UNAULRITED

AFRIL 30» 1988

LIABILITIES AND CAPITAL

CURRENT LIABILITIES
ACCOUNTS PAYABLE
ACCRUED FAYROLL
ACCRUED COMMISSIDNS

ACCRUEDT WORKMANS COMF. INSURANCE
PAYROLL TAXES PAYABLE

‘BALES TAX FAYABLE

INCOME TAXES FAYADLE

DRUM DEFOSITS

ENFLDYEE BENEFIT & WELFARE

NOTE PAYABLE - BODRTZ QIL

NOTES PAYABLE

ACCRUED PROFIT SHARING

TOTAL CURRENT LIABILITIES

LONG TERM LIARILITIES
NOTE PAYABLE

TOTAL LONG TERM LIABILITIES

CAPITAL
CAPITAL STOCK - $,10 PAR VALUE,
1,000.000 SHS. AUTHORIZEL,

S4y063 SHE. ISSUED & DUTSTANDINDG
FAID IN CAFITAL
RETAINED EARNINGS — BEGINNINGS 2,010:973.B4
STOCK REDEEMED +» 00
NET INCOME OR (LOSS) 13:994,07

RETAINED EARNINGS

TOTAL CAPITAL

TOTAL LIABILITIES & CAFITAL

$ 570,394,27
21,B883.,05
25¢977.53
15,523.%8
41,885.7%

) 'OG
+ D0
142+103.00

1+701.53

32!643002
9!5641?2
<00

e e e S el B i

13,151.49

— — . A o

2r406,50
105,723.80

2024, 747.71

SEE ACCOUNTANTS COMPILATION REFORT

% 911+683.8%

13,151,4%

— T o A A A

% 3.,060,933.59

BR000501



ANGELES CHEMICAL CO.» INC,
STATEMENT OF INCOME
LNALUDITED
YEAR ENDEP aPRIL 30+ 198B

YEAR
TO DATE

100.0 % 2+442,310.77

CURRENT
PERIGD %
SALES $ 2y4435166.10
.COST OF SALES 17847+534.598 73,8
GRUSS PROFIT 595,631,112 24,2
DPERATING EXPENSES
ADMINISTRATIVE SALARIES- 32 00G.00 3.8
DIRECT WAGES 56y310,09 2.3
INDIRECT WAGES 13,339.37 .S
SALES. MAGES 24,658.37 1.0
OFFICE WAGES . 34r638.86 1.4
PLANT EXFENSE 105994, 03 ‘4
LAE EXPENSE 932.15 +0
TRUCK EXPENSE 24+842.,03 1.0
AUTD 3 TRAVEL 102319.,35 '4
FREIGHT-IN Pr448,15 Y.
FREIGHT DUT 37,203,70 1.5
DRUM MAINTENANCE 35702.00 .2
TANK TESTING EXPENSE 116%0.00 vl
REPAIRS & MAINTENANCE #1130, 66 4
PRINTING PREP. EXFENSE 4:397.01 .2
DUTSIDE LABOR 27+388,.51 1.1
EQUIPMENT RENTAL 945,29 ‘0
RENT _ 225000, 00 .9
OFFICE SUPPLIES 4;199.49 2
COMPUTER EXPENSE 31823.43 .2
PROFESSIONAL SERVICES B8y 664 .64 .4
TAXES & LICENSES 3:967.14 .2
PAYROLL TAXES 19+513.75 .B
BUSINESS PROMOTION 105751,72 ey
ADVERTISING 214664.34 + X
COMMISSIONS 74,974,488 3,0
POSTABE . 1:372.23 '3
COMMISSIONS-EDRTZ 27»521.50 1.1
DIRECTORS FEES 21250.00 el
DONATIONS «00 .0
CASUALTY INSURANCE 25,577,38 1.0
WORKMENS COMP. INSURANCE 2)838.25 . L1
BROUP INSURANCE 20125424 .8
DNUES § SUKSERIFTIONS 1,042,31 .0

SEE ACCOUNTANTS COMPILATION REFCRT

T - A el

7+03%9BR4. 54

A ke e e . e e

e e e e . . e .

174,075,00
277+8B5. 82
106,041,998
115,173.28
119:772.83
A5 424.32

4,931.14
163.089.83
1 738,05
82:532.40
180.898.39
89,483,555

6!500!09
28y950.00
15+23%.54
103,435, 47
10+326.56
121,000.00
11s0B4.23
12,393.17
40/862.10
15,950,110

60:875,91°

ISrA76.42
18+344,7%
791146.01
2r870.47
125,073,411
7:000,00
529,44
B%:354,38
25:514.21
73+853.82
3!794.33

e s e e

BROOO502



ANGELES CHEMICAL COD.: INC,
STATEMENT OF INCOME
UNAUDITER
YEAR ENDED AFRIL 30» 1988

SEE ACCOUNTANTS CONFPILATIDN REFORT

CURRENT . YEAR
FERIOD 4 TO DATE p4
CFERATING EXPENSES-{CONT‘D)
UTILITIES $ 4,331.44 o2 $ 17,7%2.463 v 2
TELEPHONE 71747.B4 ' 3 30,001.77 »3
DEFRECIATION w7 710,005 243 193,776,460 241
EMFLOYEE WELFARE 21050464 ol 71959,78 |
UNIFORM EXFENSE 1,053.71 0 G»398.29 +1
BAD LEBTS 2:281.20 o1 (6y226.3B) .17
"FPROFIT SHARING EXPENSE &9 495,19 3 ArdPT. L0 +1
TOTAL OFERATING EXFENSES 676>224.78 2745 254A972404,90 26.4
OFERATING INCOME OR (LOSS? (B0+573.66) (3.3) (95,028.79) (1.0!
. DTHER INCOME
DISCOUNTS EARNED 1,283.78 +1 &rP37.20 «1
DEMURRAGE 712,50 + 0 9 3B7.16 +1
SALE DF ASSETS A5e7B0. 21 2.7 &64r850.75 + 7
INTEREST INCOME 1,232,999 a1 Sr266.47 +1
DIVIDEND INCOME ?:042.40 v 4 32,258.32 +4
HISCELLANEQUS INCOME 3507, 43 o1 73»418.93 +B
Biré42.41 3.3 189,118.85 2.0
. DTHER EXFENSE
INTEREST EXFENSE 3156%7.03 12 18,724.59 2
CONSULTANT EXFENSE 14+375.01 b 57+1500.00 -
LOsSS ON BALE OF ASBETS 44r959. 40 1.9 456,957, 40 +9
ES51031,44 2:4 122,183.9% 1.3
NET INCOME OR (LODSS)
BEFORE TAMES (63r782.69) (2.6) {29+093.73) (3.
FKOVISION FOR TAXES Uird47.00 2.1 43,086,000 +5
NET INLOME OR (LOSS) $(129335.6%) .37 $ 13:794.07 a1
i+ mmnDoes EEEiymES s [

B8R0O00503



ANGELES CHEMICAL CO.s INC.
STATEMENT OF CHANGES IN FINANCIAL FPUSITION
UNAULITED
YEAR ENDED APRIL 30» 1588

CURRENT YEAR
PERIOD T0 DATE
SOURCE OF FUNDS
HET INCOME ${12:+335,469) $ 13)994.07
ITEHME NOT REQUIRING
WORKING CAFITAL:
TEFRECIATIDN P0e579:.13 418,542, 4B
DTHER SOURLES
DRUM DEFOJSITS « 00 100,00
SALE DF ASSETS 43 4650. 61 1:4456.22
INCREASE IN LONG-TERM LEBT + 00 (1:594.12)
YOTAL SOURCE OF FUNDS 82+ B94.05 432v5608.85
AFFLICATION OF FUNDS .
DECREASE IN LONS-TERM DEERT 1:992.45 61r142.62
PHRCHASE OF ASSBETS 24,289.80 310,222.14
INCREASE IN DEFDSITS ?v380.00 F2629.50
TOTAEL AFPLICAYION GF FUNDS 45,862+ 45 380,774,256

INCREASE OR (DECREASE)
IN WORKING CAFITAL

CHANGES TH WORKING TAFITAL-
INCREASE OR (DECREASE) :

e il e e S o o

ST=========

$ 51s514.59

1

CASH $(2835048.88) 4 40,359.77
ACCDUNTS RECEIVABLE 239+375,29 (99+297.59)
EMPLOYEE ADVANCES - 1+343.51 2,032.01
INVENTORIES 108,403,358 (211445.47)
PREPAID EXPENSES 2r451.15 (261727,17)
ACCOUNTS PAYABLE (1177798.56) 38,378.74
ACCRUED PAYROLL {177304.41) 12,284.15
ACCRUED EXPENSES ~ (59836,28) (15,52%.%8)
FAYROLL & SALES TAX PAYABLE (3&6»P186.72) {34+744.50)
INCOME YAXES PAYABLE 82559, 00 + 00
DRUM DEFPDBITS . T 922,00 45,847 .00
CUSTDMER DEPDSITH « 00 10,118.00
ENPLOYEE BENEFIT & WELFARE {(98.11) (960,15)
LOANS PAYABLE 48,126.77 1101 440,42
NOTES PAYABLE - « 00 (Te0b4.72)
ACCRUEL FROFIT SHARING (61348,38) .00

INCREASE OR (DECREASE)
IN WORKING CAPITAL

SEE ACCOUNTANTS COMPILATION REPORT

———— Ry}

$ 37,031,640

=N N I X ST

A e skt v e

$ 51,614,859

=EEETIINRD
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EmB vp-m_

PERSONAL AND CONFIDENTIAL

Dear Mr. :

Enclosed are copies of the ESOF valuation
study for r 198 and our invoice for $§ .

Many thanks again for your considerable assistance.

Sincerely yours,

Eric M. Bramstedt

EMB :ew
enclosures

BR0O0O0505



1213 2453011

I (714 EQ1-7860

JOHN G. LOCKE
Fresicent

ANGELES CHEMICAL CO., ING.

B9 5 BORENSEN AVE~BANTA RE EFRINGS, CA DOB7D
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Univar Corp.

2370

NYSE Symbol UVX
-
Price Range P-F Ratio Dividend Yiald S&P Ranking Baia
Jul, 27'88 1988 ]
18%, 20%= 161 13 0.40 2.2% 8 o8

_ e
Summary

Univar digtributes o brond range of Industrial chemicals and u.!md products. Operations wore ex-
rmdod ll?niﬁuntiy-wlth tho November, 1986 acquisition of McKesson Chamical Co., and UVX s now
an

ha larg
the common glock,

industrial chamical distributor in North A

merica. Pakhoaed Holding, N.V. owns about 35% of

e
Business Summary

Univar iz engaged in the wholeasle digtribution of
a broad rangs of industriat chamicals and related

raducts. The Novambaer, 13868 acquisition of
E!cKass:m Chemical Co,, a distributor of indus-
trial chemicals with annual gales of some 600
miltion, made UVX the largest industrial chemical
digtributor in North America,

Formign sales (sl in Canads) acoounted for 13%
of total sales in figcal 1687 -8.

Products distributed by the company sre used in
many arges, inchiding public healih & safety (wa-
ter treatment, sewage treatment, and ice, dust,
and rodent control); the petroleum indusiry (oil
and gay drilling, petroleam refining, naturai gas
pracessing, and petrochemical production);
paints and coatings (paint ingredients, aolvents,
and oils); pest contral {ingecticides, rodenticides,
fumiganta, herbicides, and fungicides); the fond
industry {food production, processing and pack-
ing): metal mxtraction, processing, and finishing
(mintng. milling, refining, plating & finighing, and
elecironics); textile maintenance (Iaundry and dry
cleaning producta); and wood pulp and paper (for-
astry, puip and paper manufaciuring, and water
treatment).

Concurrent with the McKesson acquisition, 83-
sate of Univar's Van Waters & Rogers divigion in
the U.S. were combinad with the McKezson oper-
ations and those operationg are now carried on
through a subsidiary, Yan Waters & Rogers, Int,
Activities in Canada are carriad on through the
Van Waters & Rogers, Lid. subsidiary, Not-cham-
icel operations, which ware spun off to share-
holdars in March, 1986 under the name VWR
Corp,, consisted of VWR Scientific, VWAR Home
Furnighings, and Acacia,

£ ] 2
& l ET
M =
I
i ! D)
12 12
TRADIHG VDN LINE
THHISAND SHARES
T Ll
%] na
b9 i Illm.. o
1982 | 1983 [1984 11985 11966 |a9h7 lioes

imporiant Developments

Jun, ‘88-~The company reportad that both of its
.8, and Canadian oparations continued at strong
levels. Separately, managemant notad that VX
recently purchased a 35-acre fract of land in
Southern California, on which it expects o de-
valop warahouse and tank farm facilities, The
new piant, which would be daveloped over the
next twa 1o three yeesrs, would replace the sub-
urban Los Angeles facllitiez,

Apr. '8B--UVX rgportad that since the acquisi-
tion of McKesson Chemical Co., it had completad
4 major organizational restructuring, consolidated
physical facililies in 26 cities agrosa the U5,
and introducad & naw program of chemical waste
managemant services.

Mext earrings roport axpected late Septembet.

nini————— L
Par 3hare Data '
¥r. End Fob. 2B “-')mm 987 1086 1065 1he4 1883 1982 Hwa 1080 1T
Book Value 11.08 9.BD BO3 17.08 1841 1758 17,34 1625 1328 1148
Earnings’ 1.27 0114 D.76 2.85 1.33 0.82 a2 2.65 235 1.40
Dividends 020 020 0.80 088 0.60 0.68 .68 0.86 0.56 0.58
Fayout Ratip 1% 1A2% 106%  24% B1% T4% 0% 255 24% A85%
Calendar Yeurs 1987 198§ 1985 1884 1683 1882 1881 1980 1979 1978
Prices—High 28 25V, 258v, 27 27v; 275, 35 15 12%, a8y,
Low 10¥, 9, 16v, 14y, 161, 12%, 12%, gy, &, By
P/£ Ratio— 22-8 NM  34-27 -5 21-12 30-1i4 11-4 6-3 5-3 7-5
Dk a8 ofig. reptd. 1. Bel. resulle of digt. apers, of + 114 i 1088, +0.33 in 1084, 1. Relects merper o scquisiiion. Ni-Mol Meaningtd.
" el
Standard NYSE S1ock Report August 4, 1988 Standard & Poor's Corp,
Voll.nﬁg'.r'Nu. 150!8%%. E;pu . Coppyrght # wil Geaseierd & Pyt Carp. Al ighia Resarvad 26 Broadway, NY, NY 10004
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23 70 k | Univar Corporation

, " . . —
income Data (Miitiony L 5] ‘
Yaur L3 A ‘ b ] EN. % Nt
Endad Opar. . of Cap. Int. Baf. Tax Mgt inc, of
Fab. 28 Ravy, Inc. Ravs. Exp. Depr. Exp. Taxes Rate Ihe. Revs,

1988 1117 42.9.  38% 1.8 137 10.3 214 £7.0% 1.2 1.0%
21987 6a3 14.8 2.1% B6.8 8.2 6.3 1.5 52.4% 0.7 DA%

1886 538 16.2 3.0% 10.4 4.8 E.1 8.6 35.3% 43  0.8%
1885 952 25.7 2.7% 18.2 8.0 8.8 26.5 38.0% 158 1.7%

1984 B 24.8 2.8% 12.5 5.2 8.4 124 400% Y74  08%
1683 930 34.2 3.7% 237 118 20.1 50 NM 5.1  0.8%

16882 954 46 .4 4.9% 451 8.8 21.8 244 24.1% 188  1.9%
1981 870 50.3 5.2% 520 17,1 30,7 4.4% 17.1 1.8%

8.3
1880 848 46.7 5.5% 8.7 a2 128 28.0 45.4% 153 t.a%
1978 713 33,5 4.7% | B84 7.8 10.2 18.6 43.7% 8.4 13%

— " A
Balance Sheet Data (Milion -}

Rut, Long Cam- %LT Reb
el =111 7)1 PP Total on Term mon Tow Dabt of
Fab.28 Cash Asaots Liab. Ratle Asnirks  Aspety Dabl Equity Cap, ofCap.  Fquhy
1988 .64 133 167 14 395 0% 1S 9 1 sM7% 12.3%
1887 N 194 143 1.4 347 0.2% 103 85 190 54.2% 0.9%
1988 Q&.14 107 77 1 187 1.7% ] 45 108 G4.8% B 1%
1085 451 212 140 1 303 5,3% 3 86 161 38.1% 15,90 .
1884 228 188 125 1 287 2.2% 53 102 158 336% T.4%
1983 513 223 148 1. sz 1,4% 117 1] 230  509% 5an%
1882 4.32 225 148 1
1
1
1

365 5,10 a7 98 198 48.9% 18.8%

1380 7.24 21 127 308 §.4% a7 BE 176 43.6% 15.1%

1979 1.83 173 B 280 A.7% BB b 182 52.7% 13.0%
Data an orig. reptd. 1. Excl, disc. opare. 2, Huhazts motgar or acquisition, 3. Aef. rasults of discontinyed oparations in 1908, 1084,

4. Incl. equity it samy, ol nenconsci. subs. 8. Aelagts sccounhing change, mf- it Meaninglul. d-Dwkeir.
L .

4
]
)
5
N ar3 64%  1i7 a6 222 SZE%  20.4%
1881 7.05 245 161 S
7
]

Net Bales (Million %) Dividend Data

Quarter: 1986-0 19B7-8 1986-7 1985-f  Dividends have been paid since 1935,
MaY...oiie e, 324 ars 134 136 Amt. of Date Ex-divd. Siochk of Payment
Aug. ., “ 285 135 138 Divd. § Decl, Date  Racord Data

R — 273 283 {3y 005 Dot 9 Nov. 6 Now 13 e 70

0.0% Dec, 10 Feb, B Feb. 15 Mar. 7'88
L,17  &%3 538 gp Apr. 29 May 10 May 16 Jun, E'BR

Sates for the th the ended May 31, 1988 0.1a Jun, 24 Awg, B Aug, 12 Sep. €88
ales for the three monthe ended May 31, . . . .

advanced 18%, yeario yaar. Margins widaned on Next dividend meeling: sarly Cct. '88.

the higher volume, and pretax sarnings incressed Einancas

43%. Afler taxes At 44.2% versus 45.7%, net in- -

come roge 47%, to $0.46 a.share from $0.32. Through twa revolving credit tacilities, UVX ang
is subsidiary may borrow up fo 110 million at
Common Share Earnings () the prime rate,
" Quaner: 198B-0 1867-8 1986-7 1985-5 Capitalization

046 03¢ 007 007 Long Term Dabl: $115,350,000.

041 006 022 o Steck: B 685,542 she, ($0.33Y, par)
s s 9.28  Fakhoed Holding, N.V. owns Ao i P

: 12 022 \ulitutions hold approximately 189,
1.27 011 076 Shareholders of record: 6,100,

— - TP T T e B —
- 1000 itding, Smattis, Wash, 88104, Ted— 75011, Chmn=—J. H. Wiporg. Prew & CEO— ). W, B rd, Recy—B8, £
B B e A e T K
W, , G n N, ,J H. L , Tranafar == The Fits ity X 3.1
Incorporsied s Dikswars Iy m i
L N ki Dean o d from pourcen Salk ior b rylinlrn, bit e scowacy and compheisbers are Aar Suarantmeyd. Kgnnsih A, Shia
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July 29, 1988

Mr. Eric M, Bramstedt

Menke & Afsociates, Inc.

111 Secand Street

San Francisco, California 94105

Dear Mr. Bramgtedt:

Please find enclosed a copy of the financial statements for Angeles Chemical
Co., Inc. for the year ended April 30, 1988, which you will need in compiling
the stock evaluation letter for the Angeles Chemical Ce., Inc. ESOP.

If you have any questions or need additional data, please &o not heasitate to
call me. Additionally, please advise me of the approximate date yvou expect
to complete this letter.

Sincerely,

ANGELES CHEMICAL CO., INC.

LAt /
JiM@Es .. Froelich
&ntroller

ANGELER CHERRIOAL 08.. ING.

B35 Sorensen Avanut » P.0, Box 2163 « Santa Fa Springs, California 30670
Telephone (213) 943-3911 « (213) 685-4386 [L.A.) » (714) 521.7660
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ANGELES CHEMICAL CO.r INC,
STATEMENT OF INCOME
: UNAURITED .
YEAR ENBED APRIL 30, 198E

CURRENT YEAR
FERIOD x TO DATE %
€ sALES $ 2,463,166.10 100,0 $ 9,4425310.77 100.0
& COST OF SALES 1:867:534.98  75.8  7,039:884.,86 74.6
6ROSS FROFIT 595,631.12 24,2  2,402:428,11 25.4
OFERATING EXFENSES ?
ADMINISTRATIVE SALARIES $3;000.00 3.8 1745075.00 1.8
DIRECT WAGES o~ 56,310.09 2.3 277,885.82 2.9
INDIRECT WAGES 79%°F 13,339.37 .5 1061061,98 1.1 |
SALES WAGES a 24+658.37 1.0 115:193.28 1.2
OFFICE WAGES __ . _ .~ 34,638.86 1.4 119,772,683 1.3
FLANT EXFENSE | 10,994.03 4 461426.32 .S
LAEF EXFENSE 932.15 .0 4,931, 14 .1
TRUCK EXFENSE 24y842,03 1.0 103,589.83 1.1
AUTO & TRAVEL 10,519,35 ‘4 51+738,05 .S
FREIGHT-IN $7448.15 v 82,532, 40 .9
FREIGHT DUY 37,203.70 1.5 -180,898.39 1.9
—DRUM MAINTENANCE — 1 3,702, 00 .2 89, 483,55 X
TANK TESTING EXPENSE ~ 1165000 o1 61600.00 ol
REFAIRS & MAINTENANCE 9:130.46 4 28,950,00 .3
FRINTING FREF. EXPENSE 41397.01 . 15,939,54 .2
OUTSITE LAEOR 27+388.51  1,1——= 105,435, 47 AT1.)
EQUIFMENT RENTAL 945.29 ' 10y526,56 o1
RENT 2:000,00 N 121,000.00 A\ 1.3
DFFICE SUFFLIES 4,199,49 .2 11,086.23 o1
COMPUTER EXFENSE 21823,43 N 12,393.,17 W1
FROFESSIONAL SERVICES 8+684 .64 .4 40184210 .4
TAXES & LICENSES 31967,16 .2 15,950,10 .2
FAYROLL TAXES 19+513,75 .8 80,875,91 b
BUSINESS PROMOTION 10,751,72 4 351576,42 .4
ADVERTISING 21664.36 o1 181346,79 .2
i COMMISSIONS 74,974.48 3.0 “ 75,146.01 . B
FOSTAGE 1+372.23 o1 31870.49 .0
COMMISSIONS-RORTZ 27:521.50 1.1 __»125,073.41 N 1.3
DIRECTORS FEES 25250,00 v1 $7000.00 .1
DONATIONS ' 00 'O . 529,44 \ .0
CASUALTY INSURANCE 25,577,38 1.0 89,354.38 W .9
WORKMENS COMP, INSURANCE 2783625 ‘1 25,514.21 .3
GROUF INSURANCE 201256,24 .8 73,853,624 .8
DUES & SUESCRIFTIONS 1,042,31 .0 2r784,38 .0

SEE ACCOUNTANTE COMFILATION REFODRT
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% OFERATING EXPENSES-(CONT‘D)
UTILITIES

@ TELEFHONE

¥ DEFRECIATIDN

EMPLOYEE WELFARE

# UNIFORM EXFENSE

2 kaD DEEBTS

J PROFIT SHARING EXFENSE

TOTAL OFERATING EXFENSES
OFERATING INCOME OR (LDSE)

OTHER INCOME
DISCOUNTS EARNED
HEMURRAGE
SALE OF ASS5ETS
INTERESYT INCOME
DNIVIDEND INCOME
MISCELLANEOUS INCOME

OTHER EXFENSE
INTEREST EXFENSE
CONSULTANT EXFENSE
LOSS ON SALE DF ASSETS

NET INCOME DR (LD5S)
BEFDRE TAXES

FROVISION FOR TAXES

NET INCOME OR (LOES)

CURRENT
FERIOD

$ 4,331.44
7r767.84
S7¢710.05
2y050.64
1,053.71
2y281.20
6r495.19

e e e e i e st

1,283.78
712,50
&5y 780.31
1,232,999
2+043.40
3r589.43

3,697,03
14,375,01
441959,40

ANGELES CHEMICAL CD.» INC,

STATEMENT OF INCOME
UNAULITED

YEAR ENDED AFRIL 30, 19B8B

SEE ACCOUNTANTS COMFILATION REFORT

YEAR
TO DATE %
$ 17:792.83 .2
30r001,77 .3
193,776,640 2.1
71959.78 o1
5+398,29 .1
(6)226.38) (.1)
61495.19/ .1
2+1497:454,90 26.4
(95,028,79) (1.0}:
61‘?37420 o1
5r387.14 o1
64:850,75 .7
Sr266.49 1
33¢258,32 .4
73+418.93 .8
1895118.85 2,0
18,724.,59 2
571 500,00 6
467959 .40 5
123,183.99 1.3
(29,093,93) (.3)
435088.00 .5
$ 13,994.07 o1

FETEODEERD T
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7171 Socond Sheet
San Francice, Cadfunia. 34105
(415} 543- 3000
Faw fhirg] 5h2-tasy

Octocber 14, 1988
PERSONAL AND CONFIDENTIAL

Mr. John Locke, President

Angales Chemlecal Co., Inc.

P.C. Box 2163

Santa Fe Springs, California 90670

Dear John:

Enclosed is a copy of our Eiscal 1988 Anchem ESOP update
valuation study.

You will note on page 7 that there iz a reference to the
possibility of the Company purchasing from the stockholder
partnership the underlying real property in Santa Fe Springs.
In discusaing this with you, I know that you are cognizant of
your fidueiary responsibilities regarding Anchem's ESOP.

In the ESOP context I would like to point out the possible
consequences of this transaction on the April 30, 1989 valuation
update if the transaction occurs during fiscal 1989. One would
be the leveraging up of Anchem's now long-term debt-free balance
sheet and/ozr a decline in Company ligquidity. Given the economic
slgnificance of this prospective transaction toc the Company, the
buzsiness appraiser would need to know that the transacticn
(between affiliated entities)} is done at fair market value as
saupported by an independent real propesrty appraiser. Anather
important consideration would be the lasue of possible chemical
contamination of the property (seae page 8§).

These issues are particularly significant sirce our valuyation
methodology is now derived primarily from balance sheei economics
given the decline in Anchem's earningas and cash flow. On the
plus =ide would be the elimination of Anchem's current property

lease payments.

You will also note in this report on page 15 that we have taken a
10% discount for restricted marketability on the ESOP stock since
Anchem adopted the installment pay-out policy to terminated plan
participants as of April 1987. Menke 5 Assoclates was just
recently ilnformed of this change. Technically, a discount for
restricted marketability should have bsen specified in the

April 30, 1987 ESOP valuation of $39.25 a share. However, Lf one

BR000520



Moo & svciiin, Ho.

Mr. John Locke
October 14, 1928
Page two

!

had been applied, I don’'t believe the value concluded, which hag
been reduced 108% from the prior year, would have been materially
different,

Please call me if you have any questions on either of these
points. _

Sincerely yours,

MENKE & ASSOCIATES, IBF.

. -"_"
C(J::.-ﬁ.-l:- w
Eric M. Bramstedt
EMBE:ew

CC{ Mr. James Froelich
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual Repért Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the year ended

February 29, 1988 Commission file number 1-5858
UNIVAR CORPORATION
A Delaware IRS Employer
Corporation No. 91-0816142

801 Second Avenue, 1600 Norton Building,
Seattle, Washington 95104
Telephone No. {(206) 447-5911

Securities registered pursuant to Section 12(b) of the Act;

Name of each oxchange

Title of each class on which registered
Common Stock, $.33% Par Value ' New Yaork Stock Exchange
Pacific Stock Exchange
9%% Subordinated Sinking Fund Debentures New Yark Stock Exchange

Securities registered pursuant to Section 12{g) of the Act: None

indicate by check mark whether the registrant (1) has filed sll reports required to be Bled by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days.

Yes X No

The aggregate market value of the voting stock held by non-affiliates of the regisirant at May 26,
1988 was approximately $78,200,000. '

On May 26, 1988, the registrant had outstanding 8,685,542 shares (excluding treasury sharcs) of
common stock of $.33% par value, which is the registrant’s only class of common stock,

Documents Incorporated by Reference

The Corporations Annual Report to Shareholders for the fiscal year ended February 29, 1988
(Item 1—Industry Segments of Part 1, Items 5, 6, 7, and 8 of Part II and Item 14 of Part IV)

The Corporation’s definitive Proxy Statement to be fled pursuant to Regulation 14A under the
Securities Exchange Act of 1834 (Item 10—Directors Only, and Items 11, 12(h), and 13 of Part I11)

BR0O00522



PART 1

ITEM 1. BUSINESS
The Company

Univar Corporation was incorporated in September, 1966 to become the successor corporation in
the merger of Van Waters & Rogers, Inc. and United Pacific Corporation, both long established
companies then doing business in the western United States and western Canadn. For the fiscal year
ended February 29, 1988, Unjvar Corporation (Univar, the Company, or the Corporation) and its
wholly-owned subsidiaries were involved in the distribution of industrial and agricultural chemicals
and related products, Van Waters & Rogers Inc, conducts its operations throughout the United States.
Van Waters & Rogers Ltd. conduets its operations throughout Canada,

Effective November 1, 1886 Univar acguired, through a transaction accounted for as a purchase,
the net assets of McKesson Chemical Co. (MCC), one of the leading national distributors of industrial
chemicals. Concurrent with the acguisition, the assets of the former Van Waters & Rogers division in
the U.5. were combined with the MCC operations and those activities are now carrfed on through a
wholly-owned subsidiary, Van Waters & Rogers Inc.

MCC had approximately 1,400 ¢mployees and generated sales of approximately $604,000,000 in its
most recent fiscal vear, so its acquisition represented an approximate doubling of Univar’s business,

The transaction was an extremely important one in the development of Univar—one which
doubled the Company in size and has made it the largest industrial chemical distributor in Nerth
America,

Financial Information About Industry Segments

Industry Segment Information for Univar for cach of the last three fiscal years is reported in the
Univar Corporation 1988 Annual Report on page 33, under the caption of Note 13. Industry Segment
Information is incorporated herein by reference.

Raw Materials
Numerous saurces of supply generally exist for all raw materials essential to the business.
Patents, Trademarks and Tradenames

Univar and its subsidiaries own certain trademarks and tradenames, Univar does not regard the
trademarks or tradenames as being of particular importance in its current operations.

Seasonal Business

No material portion of the continuing operations of the registrant or its subsidiaries is regarded as
highly seasonal,

Principal Customers

No segment of the continuing operations of the Company is dependent upon a single customer or
a few customers, the loss of any one or more of whom would have a material adverse effect on the
segment.

Competitive Conditions

I the distribution of chemicals and related products, Van Waters & Ragers Inc. and Van Waters &
Rogers Ltd. compete with local, regional and national distributors, as well as manufacturers who sell
direct, Although the acquiszition of MCC established Univar ag the largest industrial chemical
distributor in North America, the Company Faces significant competition from distributors who have a
larger market share within local and regional markets as well as numerous other national distributors.

1

L R
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Research and Development

Univar and its subsidiaries do not engage in research activities relatmg to the development of new
praducts and the improvements of existing products,

Environmental Regulation

It is not anticipated that compliance with federal, state and lacal provisions relating to the
protection of the environment will have a material adverse effect on capital expenditures, earnings or
competitive position of the registrant or its subsidiaries.

Employees

Two thousand five hundred forty-six persons were employed by Univar and its subsidiaries as of
February 29, 1988.

Backlog

No record of the backlog of orders is maintained.

BR000524



ITEM 2. PROPERTIES

Listed below are the principal plants and physical properties of the Corporation and its
subsidiaries used in the wholesale distribution of industrial chemicals and/or pesticides. The Corpora-
tion believes its facilities are in good condition and adequate for its current operations.

VAN WATERS & ROGERS INC.,

Location
Atlanta, GA.......oovvvv i iininnn
Cleveland, OH .............. Ceeaa

Danver, CO i
Grand Praivie, TX ................

Houston, TX.....................
Indianapolis, IN........ e
Kent, WA ... 0 viiiviiiriaannns

Los Angeles, CA .................
(Bonnie Beach)

Los Angeles, CA ............... .
(Jillson Street)

Phoenix, AZ ..... e iaaniaas

Portland, OR ................... .

Salt Lake City, UT ...............

Sap Jose, CA. ... ...

St Paul, MN ....oovviiiniien e

Schaumbourg, IL..................
Spartanburg, 5C..................

Bldg. Area Land Arca
Sty ey
91,600 8.6
48,000 5.6
130,000 838
64,500 5.0
52,000 5.0
145,000 20.5
72,000 8.8
132,000 117
155,800 9.4
139372 7.0
63,850 10,0
95,300 9.6
68,000 4.6
121,500 14.6
86,600 8.0
54,519 28
60,700 282

Building
Construction

Concrete tilt-up panels

Office: Brick and block veneer
Warehouse: Steel frame

Office: masonry
Warehouse: blt-up conerete walls

Brick & concrete

Office: brick & conecrete
Warehouse: tilt-up conerete

Office: concrete black
Woarehouse: concrete tilt-up panels

Office: concrete block
Warchouse: concrete tilt-up panels

Tilt-up concrete

Two story office, one story
warehouse, tilt-up walls, wood roof
supported by steel columns and
metal siding on steel supports

Office: brick and concrete
Warehounse; tilt-up concrete

Office: stump block
Warehouse: conerete tilt-up

Masonry

Office: brick and mortar
Warchouse: brick and mortar, cinder
block and stec}

Office: masonry
Warehouse: tilt-up concrete

Warchouse: precast insulated con-
crete panels
Office: concrete with face brick

Brick and mortar
Cinder blocks and brick
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~Other Properties (owned or leased), which consist mainly of
industrial warehonses and related office space:

Albany, NY Ceismar, LA
Albuquergque, NM Glendale (Phoneix), AZ
Altaona, PA Grand Rapids, M1
Anchorage, AK Greensboro, NC
Appleton, W1 Greenville, NC
Augusta, GA Harlingen, TX
Bakersfield, CA Harrishurg, PA
Besumont, TX Honolulu, HJ
Bloomington, IL Jacksonville, FL
Boston, MA Kanzas City, MO
Buffalo, NY Kingsport, TX
Burlington, YA Knoxville, TN
Carlin, NV Lafayette, LA
Casper, WY Las Vagas, NV
Charlatte, NC Little Rock, AR
Chattanooga, TN Longview, TX
Chicago Hts., IL Louisville, KY
Chippewa Falls, W1 Medley, FL
Cincinnati, OH Memphis, TN
Columbuz, OH Milwaukes, WI
Corpus Christi, TX Muohile, AL
Delray Beach, FL Nampa, ID
Detroit, MI Nashville, TN
El Paso, TX New Qrleans, LA
Eugene, OR Odessa, TX
Farmington, NM Oklahowma City, OX
Fayetteville, AR Omaha, NE
Fort Wayne, IN Orlando, FL
Fresno, CA Oxpard, CA
VAN WATERS & ROGERS LTD,
Bldg, Area Land Area
Location {Sq. Ft.) {Acres)
Calgary, Alberta, Canada .. _.......... 58,000 4.6
Edmonton, Alberta, Canada .......... 58,000 5.6
Richmond, British Columbia, Canada .. 03,000 8.7
Valleyfield, Quebec, Canada .......... 79,500 23.9
Toronto, Ontario, Canada ............ 120,000 11.3

Pasco, WA
Philadelphia, PA
Pittsburgh, PA
Pocatello, ID
Reno, NV
Richmond, VA
Riverside, CA
Rock Springs, WY
Sacramento, CA
San Antonio, TX
San Diego, CA
Sioux City, 1A
South Bend, TN
Spckane, WA
Springfield, MO
St Louis, MO
Tampa, FL,
Tampa (PCS), FL
Toledo, OH
Tueson, AZ
Tulsa, OK
Wichita (Mead), K3
Wichita (Mosley), K%
Williston, ND
Woodbridge, NJ

Building
Construetion
Conerete blocks and insulated
steel construction
Steel framed masonry
construction
Tilt-up conerete
Steel framed brick construction
Precast concrets

Other Properties (owned or leased) which consist mainly of
industrial warehouses and related office space:

Abbotsford, British Columbia, Canada

Montreal, Quebec, Canada
Windsor, Ontario, Canada
Winnipeg, Manitaba, Canada

BROQ0OS26



EXECUTIVE OFFICERS OF THE REGISTRANT

Name Age
Jamas H. Wiborg(1) ......0.oo00inee 63
Chairman and Chief Strategist '

Director ‘
James W. Bernard .................... 50
President and Chief
Executive Officer
Director
N. Stawart Rogers(1) ............... .. 58
Senior Vice President, Finance
Nicolaas SAMSOM . .....c.cveiiirriinns 3

Vice Pregident, Administration

Diek A. Davis ............ e 49
Vice President, Environmental
Affairs
David C. Gentry « .o ovhavsiaaniiinna, 47

Vice President, Human Resources

Barry C. Maulding .................... 42
Corporate Secretary and Director,
Legal Services

Albert C. McNeight .......... beerenens 56
Viee President
President, Van Waters & Rogoers Lid,

Cary E. Pruitt .........c.cooviinin 38
Treasurer and Asst, Secretary
Robert A, Steinseifer .................. G0

" Vice President

Cuenter Zimmer., ... ..oy ianianniiies 59
Vice President, Enginsering

David E. Qlzon ... .ooovennvnneiines R
Agsistant Treasurer

Business Experience Pagt Five Years(2)

Chairman and Chief Stragegist of Registrant
Chairman and Chief Exeentive Officer

of Registrant .
President and Chief Executive Officer

of Registrant

President and Chief Executive Officer
of Registrant

President and Chief Operating Officer
of Registrant

Executive Vice President of Registrant

Senior Vice President of Registrant

President, VWR Scientific Inc.

Senior Vice President of Registrant

Vice President of Registrant
Vice President Administration and
Treasurer, Van Waters & Rogers Ltd.

Vice President of Registrant

Vice President, Operations and Materifals
Management, McKessom Chemical Co.

Vice President, Materials Management
McKesson Chemical Co.

Vice President of Registrant
Vice President Human Resources,
Van Waters & Rogers Division of Registrant
FPersonnel Manager, Van Waters & Rogers
Division of Registrant

Corparate Secratary of Registrant

Director, Legal Sorvices of Registrant

General Coungel and Assistant Secretary,
Alaska Airlines, Ine.

Yice President of Registrant
Preszident, Van Waters & Rogers Lid.
Executive Vice President, '
Van Waters & Rogers Lid.
Regional Vice President—Sales and
Marketing, Van Waters & Rogers Ltd.

Treasurer of Begistrant
Assistant Treasurer of Registant

Vice President of Registrant

President, Van Waters & Rogers Ine,

President, Van Waters & Rogers Division

Exccutive Vice President, Chemieal Division,
Van Waters & Rogers Division

Vice President of Registrant
Dhirector, Corporate Engineering
of Begistrant

Assistant Treasurer of Registrant

Vice President Finance and Controlier
wall Data, Inc.

Auditor, Ernst & Whinncy

Faosition
Held

1986-
1983-1986

1966-1983

1046-
1986-1966

1983-1968&
1982-1983
1974-1983

1971-

1987
1973-1987

1936-
1983-1986

1979-1983

1986-
1984-1986

1973-15984

1986-
1984-
1975-1984

1985-
1985-
1984-1985

1974-19384

1987-
1981-1987

1964-

1986-1968
1984-1986
19501984

1954-

1973-1984

1987-
1983-1987

179-1983

(1} Family Relationships: Robert S, Rogers, a Director, is the brother of N, Stewart Rogers. Robert 5. Rogers and
N, Stewart Rogers are brothers-inlaw of James H. Wiborg, )
(2} No arrangement or understanding exists between any officer and any other person pursuant to which he was

selected as an officer.

. The Corporation is also a defendant in a
industrial chemical distributign facility in Albu

of the Corporation have
UGI and the Corporation have entered into a
agreement has been reached on the sharing

government investigation concerning alleged groundwater pollution in th
nvolved in this investigation.

alleges the operations

arca. Several other companies are also i

Ten sites owned by the Corporation and one leased site

proceedings or investi

While the results of the
determinable, based upon the information
of losses that might be sustained from the

Ligbility insurance which would respond to claims
available. Accordingly, other than a large deductible
accidental pollution incidents up to 850,000,000 per in
. environmental impairment liability insurance but has p

costs,

As an industrial chemical distri
materials, compliance with environm
For the years 1688 and 1987, th
tively, relating to environment

e Corporation spent approximatel
‘ . al matters for elective actions and
environmental regulations, At February 1988 and 1987 the Cio
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lawsuit filed by UGI Corporation, which leases ap
querque, New Merxico to the Corporation. The suit

caused soil and/or groundwater pollution on the site.

n agreement to share the cost of an investigation. No

of ultimate cleanup cost. This site is also part of a

matters of approximately $11,300,000 and 6,100,000, respectively.

A note in the principal amount of $10,100,000 plus acerued interest, rela
ity, went into default in May 1986, The C
1 default the Corporation collected $3,750,
the purchesers. In December 1986, the G
purchased the property at the foreclosure sgle th

- the Corporation of a former facil
sold the note with recourse. Upo
of credit provided as security by
deed of trust and re

July 1984,

- The purchasers and the ban
damages or recission, or for prefe
of the property.

& South Valley Albuquerque

. are the subject of separate governmental
gations concerning alleged soil and/or groundwater nuntaminatini

proceedings and claims against the Corporation are not presently
presently available, management believes that the amount

i tr se cases is not likely to materi ion’
financial position or operations in the future, Y erally affect the Carporation's

arising out of pollution is not now practically
policy covering lisbilities from sudden and
cident, the Corporation does not now have
rovided reserves to cover estimated remedial

butor and handler of hazardous and potentially hazardous waste

ental laws will continue to impact the Corporation’s uperations,
y §1,600,000 and $1,300,000, respec-
to comply with federal, state, or local
rporation had reserves for environmental

ted to a July 1954 sale by
orporation had previoysly
000 by calling upon a letter
orparation foreclosed on its
at it had originally sold in

k w'hichl issued the letter of credit then made various claims for
rentiel rights to the proceeds of the December 1986 foreclosure sale
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In October 1987, pursnant to a settlement agreement and mutual releases signed by all parties
involved, the Corporation settled all claims relating to this matter by a payment of $2,750,000 which
was accounted for as an increase in the basis sllocation of the related property.

The Corporation had initisted an arbitration proceeding regarding the final purchase price for
McKesson Chemical Co. See Note 11 to the Univar Corporation Annual Report for the year ended
February 28, 1988.

ITEM 4. SUBMISSION OF MATTER TO A VOTE OF SECURITY HOLDERS

None during the fourth quarter of the fiscal vear covered by this report.
PART 11
ITEM 5. MARKET FOR THE RECISTRANT'S COMMON EQUITY AND RELATED STOCK-

HOLDER MATTERS

Page 15 and the inside back cover of the Univar Corporation Annual Report to Shareholders for.
the year ended February 29, 1988 are incorporated herein by reference,

As of February 29, 1988, there were approximately 2,500 shareholders of record.

ITEM 6. SELECTED FINANCIAL DATA

Page 35 of the Univar Corporation Annual Report to Shareholders for the year ended February 29,
1988 is incorporated herein by reference,
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCiAL CONDITION AND -

RESULTS OF OPERATIONS

Pages 7 through 17 of the Univar Corporation Annual Report to Sharcholders for the vear ended
February 29, 1988 are Incorporated herein by reference,
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Pages 18 through 35 of the Univar Corporation Annual Report to Shareholders for the year ended
February 29, 1988 are incorporated herein by reference,
ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

PART III

ITEMS 10 DIRECTORS AND EXECUTIVE OFFICERS OF REGISTRANT AND
AND }1. EXECUTIVE COMPENSATION '

The information required by these items is incorporated by reference to the Company's definitive
Proxy Statement for its annual meeting to be held in August 1988,

Information regarding executive officers of the Company is included in Part I of this Form 10-K,

ITEM 12, SECURITY OWNERSHIF OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

The information required by Item 12 is incorporated by reference to the Company’s definitive
Proxy Statement for its annual meeting to be held in August 1988.

ITEM 13, CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information reguired by Item 13 is incorporated by reference to the Company’s definitive
Proxy Statement for its annual meeting to be held in August 1988,

7
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FART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 5K
(a) {1} Consolidated Financial Statements

As noted in Part II, Item 8, the following financial statements have been incorporated by
reference from the Company’s Annual Report for the year ended February 29, 1988,

al\‘anu:tl

l’a;epuNn.
Consolidated Statements of Income . ......oovveiiivnnnnn. e 18
Consolidated Statements of Cash Flows .. ... ............ccoovnnn.. 19
Consolidated Balance Sheets .................. e 20-21
Consolidated Statements of Shareholders’ Eqmty .............. cern 22
Notes to Consolidated Financial Statements. .. .................... 23-33
Report of Independent Public Accountants ........... R k7!

(2) Consolidated Fiﬁnciﬂ Statement Schedules

{a) Quarterly Financial Information (Unaudited) is incorporated herein by réference
from the Company’s Annual Report for the year ended February 29, 1988, This data is shown
in Note 4 on page 26 of the Annnal Beport,

{b) The following financizl schedules are submitted herewith, All other financial sched-
ules are either not applicable or are fully dizclosed in the applicable section of the
Corporation’s Annual Report:

Report of Independent Public Accountants—Arthur Andersen & Co.
dated May 31, 1988.

Auditors’ Report—Touche Ross & Co. dated April 11, 1988,

Schedule II—Contracts Receivable From Related Parties and Employees

Schedule V—Property, Plant and Equipment

Schedule VI—Accumulated Depreciation and Amortization of Property,

Plant and Equipment
Schedule VITII—Valuation and Qualifying Aceounts
Schedule IX—Short-Term Borrowings

{b) Reports on Form 8-K
There have been no reports on Form 8-K required to be filed.
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(c) Exhibits

Exhibit
Number

13

22

24.1
242
25

28.1
28.2
28.3

28,4

Duescription

1988 Annual Report to Shareholders of Univar Corporation (not to be
deemed “filed” except with regard to specific sections which have been
expressly incorporated herein by reference)

Subsidiaries of the Registrant

Consent of Independent Public Aceountants—Arthur Andersen & Co.
Consent of Independent Public Accountants—Touche Ross & Co,

Power of Attorney

Undertakings

Form 11-K Annual Report for the Univar Corporation Stock Purchase Plan
Form 11-K Annual Report for the Univar Corporation Unisaver Tax Savings
Investment Plan ' ' ‘

Form 11-K Annual Report for the Van Waters & Rogers Ltd./ Univar Corpora-
tion Stock Purchase Plan
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly
authorized,

UNIVAR CORPORATION

JAMES W. BERNARD
James W, Barnard -
President and Chief Executive Officer
Date: June 3, 1988 (Principal Executive Officer)

Pursuant to the requirements of the Securities and Exchange Act of 1934, this report has been
signed below by the following persons on behalf of the registrant in the capacities and on the dates
indicated, ‘ . :

N. STEWART ROGERS
N, Stewart Rogers
Senior Vice President, Finance
Date: June 3, 1988 ' {Principal Financial Officer)

CARY E. PRUITT
Gary E. Pruitt
Treasurer
Date: June 3, 1088 . {Principal Acoounting Qlficer)

DIRECTORS:

JAMES W, BERNARD
H. P. H. CRIJNS
RICHARD E. ENGEBRECHT
M. M. HARRIS

MARK W. HOOPER
CURTIS P. LINDLEY
ROBERT S. ROGERS
ANDREW V. SMITH
WILLIAM K. STREET
NICO VAN DER VORM
G. VERHACEN

JAMES H. WIBORG
LOWRY WYATT

By: GARY E. PRUITT
€ary E, Proitt, Attorney-in-Fact
Power of Attorney deted April 29, 1958

Date: June 3, 1988
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Univar Corporation:

In connection with our examinations of the consolidated fnancial statements included in Univar
Corporation’s annual report to shareholders and incorporated by reference in this Form 10-K, we have
also examined the supplemental schedules listed in the aceompanying index. We did not examine the
financial statements or schedules of the Canadian subsidiary, which statements or schedules reflect
total assets and revenues of approximately 15% and 14%, respectively, of the related consolidated
totals. These statements and schedules were examined by other auditors whose reports thereon have
been furnished to nz and our opinion, insofar as it relates to the amounts included for the subsidairy, is
based solely upon the reports of the other auditors, Our examinations of the consolidated financial
statements were made for the purpose of forming an opinion on those statements taken-as a whole. The
supplemental schedules are presented for purposes of complying with the Securities and Exchange
Commission’s rules and are not part of the basic fnancial statements, These supplementa! schedules
have been subjected to the auditing procedures applied in the examinations of the basic Anancial
statements and, in our opinion, based on our examinations and the reports of other anditors referred to
above, fairly state in all material respects the fnancial data required to be set forth therein in relation
to the basic Anancial statements taken as a whole.

ARTHUR ANDERSEN & CO.
Seattle, Washington,
‘May 31, 1988.

AUDITORS" REPORT

The Shareholder,
Van Waters & Rogers Lid.

We have examined the consolidated balance sheets of Van Waters & Rogers Ltd. as of Febru-
ary 28, 1988 and February 28, 1987, and the related consolidated statementis of income and retained
earnings and changes in financial position for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly, included such tests of the
accounting records and such other auditing procedures as we considered necessary In the
circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the financial
position of the Company as at February 29, 1988 and February 28, 1987 and the results of its operations
and the changes in its financial position for the years then ended, In accordance with generally
accepted accounting principles applied on a consistent basis,

TOUCHE ROSS & CO.
Chartered Accountants
Vancouver, Canada

April 11, 1988,
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SCHEDULE Il
CONTRACTS RECEIVABLE FROM RELATED PARTIES AND EMPLOYEES
UNIVAR CORPORATION AND SUBSIDIARIES

Balance at Balaner at Balapcy st
Felruary $4, 1048 February 28, 1987 Fabiunry 19, 1688
Deicription and Name Cuwrrant  Noncurrent  Additions Payments Current Noocurrent Additions  Fay Current  Noncurrest
Employee Stock Purchase Flan—
Contracts receivable, payable quarterly
over three years through 1982 and
seven annual installments thereafter,
commencing in 1984; interest at 6%
secured by stock of the Corporaton:
James H. Wiborg .................... $ 45350 SIA5000 & — 246250 § 46250 $I38750 3 — % 46250 § 46,250 3 99,500
Richard E, Engebrecht ..., ........... 27750 11),000 -_ 27,750 TR0 83,250 e 27,750  27.7%0 55,300
Curtis P. Lindley ............_....... 750 11100 — - ZNLTE0 27750 83,250 -_ 17,750 27,750 55,500
M. Stewart Rogers ................... 24,050 96,200 _ 24050 24080 T2.150 - 050 24080 48,100
Tames W, Bernard . .,..... FER 18800 74,000 — 18500 18500 55800 — 18500 18E00 47000
Robert A Steinseifer................. 12850 51800 — 12950 12950 38,850 — 12850 12950  £5.000
M57,250 3620000 § — $157.2%0 §157.2%0 471750 & — FISTIED $157.950 9214,500
—— A e ] mEmm— rre— ‘ —_—————
Employee Stock Purchese Plan—
Coniracts reseivable, payable quarterly
aver three years through 1968 and
seven annual installments thereafter,
commending in 1988: interest at 9%
secured by stoek of the Corporation;
Jerrold B. Hortis.oooo oo, B 33120 261463 % — $150623 § 32120 $101.B4C % — & — ¥ 33,120 101,840
Eivind G, Lange ..................... 11592 B1.512 — 103,104 a— -_— -— — -_— —
Robert A. Stelnseifer......._......... 9,036 78,439 - 8,887 9,936 64 582 —  THABH — —
3 54648 %431 414 LA 3271614 § 43056 §;7L09% § 5 79458 § 33120 $101.540
Real Estate Contract Receivable—
Robart and Loit Conachann Steinseifer:
payible at % of Mr, Steinaeifar's ansual
bonug applied first to acorued interest
and then to unpaid principal; interest
at #%: unpaid principal due in 1986,
seeured by & deed of trusr on real
PIOPEILY cvio o iiniraiiaaaara, $ 15000 § 97554 § — $112.554 % — } — - § 3 = 3 -

12
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SCHEDULE v
PROFERTY, PLANT AND EQUIPMENT

UNIVAR C()BPDBATION AND SUBSIDIARIES
{Thousands of Dollars)

Additiong - Othar Chan Add

Bsalauce at Ausets of (Deduct) . be Balunce

Begloning  Additions Compan Translation at End

Classification of Year at Cost Aanquirex Retirements  Adj(1) Other of Year

Year ended Februury 29, 1088;
Land . ......ooooiiiines, $14146 % — % — 3 (107 § 95 § Ba2 (2) $ 14,966
Buildings ....................... 52,528 670 — — 408 (2,782)(2) 50,824
Eguipment...................... B3173 13,856 a7 (253) 513 10,041 (2) 108,377
Leased property under

capital leases. . .. ............ 7.493 — — -_ -_ — 7,493
Construction in progress ......... 8,091 4,236 —_ — — {9,028) 3,203

$165431 418,762

o

97§ (360) $1016 & 13 (3} $184.958

‘ bl —
Year ended February 28, 1087

Land ... ... ..o $ 7302 0§ —  $689290 5 (276) $ w01 3 - ¥ 14,146
Buildings .............. e 0,724 44 21010 (107) 434 33 (2) 52528
Equipment.............. Ve 37,000 6,298 40,634 {1,692) 535 4 (2) 83173
Leaged property under ‘

capital leagms . ..., ..., 3,089 —_— 3,504 — _ — 7.493
Construetion in progress .. .., ,, .. 1,553 5,905 70 — — (427) 801

§ 80,658  $12.727 73,047  $(2075) $LOd 0§ $165,411

Year ended Fobruary 28, 19686

Land . .......ovon.., ST $ 630¢ § — — 5 40) 8 (47) § 1175 (2) & 7002

Buildings ....................... 23,020 Ta e (213) (203) . 7.213) 52)) 30,724
(68) (4

Equipment. .. .............. veees 31,268 3,636 — (1,721) {259) 4,220 (2) 37000
(144) (4)

Leaged property under _

capital leases........._........ 3.989 - — — - 3,980

Construction in progress ... ...... 7.800 8,717 —_ — - (12,598} 1,553
(336) (8}
{12)(4)

$ 7398) 510,428 8 — §(1,874) 3 (509) & (568) $ BO.G58

{1} Foreign currency translation adjustments.

(2) Transfer from construction in progress,

(3) Reclassification from other asset accounts.

{4} Assets transferred to VWR Corporation in spinoff.

(5) Reclassification to other agset accounts,

(6) The annual provisions for depreciation have been computed principally in accordance with the
following depreciable lives:

Buildings . ............ e i 10-5} Years

Equipment ............... e viv.. 3-40 Years

Leased property under capital leases ..., ..., Lesser of asset or leage life
13
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SCHEDULE VI

ACCUMULATED DEPRECIATION AND AMORTIZATION OF
PROFERTY, PLANT AND EQUIPMENT

UNIVAR CORPORATION AND SUBSIDIARIES
(Thousands of Pollars)

Other Chanpges—
Add (Deduct)—
" Balance at  Additions —Describe Balanee
Beginning Charged to Tramlation at End
Classification 3? Expense  Reticements  Adf.{l) Other of Year
Year ended February 29, 1988:
Buildings . .........ccovvve o, % T7.260 3 1841 ) — § 121 5§ - § 9,322
Equipment .. ... . i e 20,578 11,541 {218} 295 — 32,196
Leased property under capital laasas . 877 a1 — - = 1,188
$28815  $13609  § (318) 16 35—  §42,706 1
Year ended February 28, 1987
Buildings ........... e R 6,120 $ 1212 5 (84) § 112 8 — $ 7.360
Equipment ...................c0hivens 14,550 6,750 - {1,003} 261 — 20,578
Leased property under capital leases . ... 655 222 -— —_ - 877
$21,325 § 8184 §(1.087) $ 393 $ — $28,815
Year ended February 28, 1986:
Buildings . ............. e meaneaaaaan $ 5462 § 0868 $ {149) $ (49)  $(12)(2) $ 6,120
Equipment .............oooier 12,610 3,797 (1.669) (133)  (55)(2) 14550
Leased property under capital Icases cees 476 179 — - — 655

$IB546  § 4844 $(1818)  $(182) $(67) 32.0%5

(1) Foreign ¢currency translation adjustments,
(2) Assets transferred to¢ VWR Corporation in spinoff,

14
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SCHEDULE VIII
YALUATION AND QUALIFYING ACCOUNTS

UNIVAR CORPFORATION AND SUBSIDIARIES
{Thousands of Dollars)

Additiong

Bnl harged Cha 1,
Begim:gt %‘.ns!s an:lu to Other l:?;;:?
Desoription of Yoar Exponses  Acesunts  Deductions of Year

Allowance for losses for the year ended:

February 20, 1988 ............covvnennes $1,586 $1,570 3 — $1,379(2) $1,777
Febroary 28, 1987...................... $1,200 $1,302 $561(1) $1.477(2) $1.586
February 28, 1986 ....................... 51,016 $1,580 $ — 31.296(2) $1,200

{1} Reserves aequired in McKesson Chemical Company acquisition.
{2) Uncollectible accounts written off, net of recoveries,

15
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SCHEDULE IX
SHORT-TERM BORROWINGS

UNIVAR CORPORATION AND SUBSIDIARIES
(Thousands of Dollars)

Maximum Average Weighted
Weighted * Amount Amount Avel
Average Outstanding  Outstanding  Intereat Rate
Balange at Tnterest During the During the  During the

Description End of Year Rate Year Year (3) Year(4)

Year ended February 29, 1985
Payable to Banks(l) ............ 5 2,500 3% $21,500 § 82097 1.6%
Commercial Paper(2) ..,........ $25,000 T4% $25,000 $25,000 7%

Year ended February 28, 1987:
Payable to Banks(1) ............ 3 6,000 _1.2% $15,200 $ 6,450 6.3%
Commercial Paper(2) ..... .. ... 25,000 _6.9% $25,000 $25,000 6.7%

Year ended February 28, 1986
Payable to Banks(1) ..,...... - § 12 130%  $28,500 $16,777 9.0%
Commercial Paper{(2) ... ....... $25,000 _38% $25.000 $25,000 ﬂ%

(1) Notes payable to bank represent borrowings under the line of credit borrowing arrangements
which have no termination date but are reviewed annually for renewal.

(2) Commercial paper generally matures 30-60 days from date of issue with no provisions for the
cxtension of its maturity,

{3) The average amount outstanding during the period was computed by totalling the average
gutstanding borrowings for each month and dividing by 12,

{4) The weighted average interest rate during the period was computed by dividing the actual interest
expense by average short-term debt outstanding.

16
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Univar

CORPORATION

4 Yalue Growth Compuany

Irvipprovedd risidis were conststent

thronghout the compeny, with buch
our [!.5. und Canadion
aperations contributing excellent
gins in soles and cornings.

FIRST QUARTER REPORT
Three months eaded Moy 31, [958

T THE SHAREHOLDERS OF UNIVAR CORPORATION:

Festelts of Cipperentinns

Our industriad ehemical disieibution activi-
Lins pnnimtﬂtl gmu| 1':-.3::]1.:; fm' the fiscal
ipnarter endded May 35, 1928, Sales for this
pm‘i(ul moveised l)y L39% to B33, 973,000,
e coanpan‘ed to $2735 146,000 in the samae
(uarter & vear ago, Net carnings indvienoged
by 47%, incrensivg (rowm $2, 769,000, or
$0,32 per shue, 1y $,070,000, o F.46
prer slrare, fur this year™s comparabie
quarter. These improved resalts wers
eunaistenl aeross the compary, witly both
our U5, {Van Waters & Regers ne,) und
Conadian (Van Waters & Rogers Lul.)
operations posling exeellent gainn.

Tl sulis nereases are a result of gener-
ally good business conditions, eur donting-
g penctriion of eertain Lerget narkets,
the: Awrust 1987 agpuisition of King Apri-
Serve in Canada, and an inflation rate of
bt thres v Toar prarvenl sinee o year
sy, CheniCaren, onr wiste management
service introduced in the U.S in Mareh of
this year, is still too smull t be simnificant
in our averall 1esodt, bt the seeviee hax
been well secepred peross the cotntey.

"Thar gross mesvgin percentage applicable
te our sales drapped slightly, reflecting u
change in o mix of hnsiness, which this

vear includes a slightly higher proportion
of varload business which carrics lower
mross marging with corresponding lower
EX[HTISES,

Expenses fir the quarter also were
hedped by lawer environmental I:I'IHI'BO:R,
reflecting the fact that sur year-end envi-
ramnents] reserves of approsimately $14
million are adequate to provide for esti-
mutenl costs of vecognived cemedial proj-
it Lasat yreur'.-( nmnp:n‘:xlllc-. cpranrler
ahagrlaed $750L000 of pre-tax pdditions o

1'“15“‘. FENEIVEN.

INidpne! Dapdieeyd

On June (1, 1988, the company llili(l 0 in-
ereased dividend of 30.10 per share, On
June 24, the Board of Directors devlared a
remuar dividend in the amount of 50, 19
per share payable September 6 w share-
holders of record Aumust 12, 1983, “Thas
dividend continues the increased mte of
eash payout instibited with the e 6
dividend.

Snnntal ReporibAunal Meedng

Within the pust Tew duys you should have
received yoaur 1988 Vmivar annual Eeprt,
which eontuing eonsiderable deteil on the
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operations and finances of the corpora-
tivn. Envlnaed with that report was infor-
mation on the annual mecting, which will
be held at 9:30 a.m. Angust 26, 1985, a1
the Muscum of Flight, 9404 Fast Maryginal
Wav South, Seattle, Washington.

Also englisend was ¥OuI proxy card.
Fven if you plan to attendd the meeting we
urge you o promptly sign and return the
proxy card. If vou attend the meeting and
wish to vote in person, your proxy muy be
rovoked &t your regquest that day, Mistters
10 be voted on at the mesting will inclide
the election of Tous directors for terms
which will sxpire in 1%1, a sharcholder
proposnl, and vatification of Arthor
Andersen & Co, ax imlﬂpﬂndﬂrll ateliterty
fur the year endsog Febraary 28, 1909,

HED AT

The: U.5, and Canaslian economiss both
continne to grow ot modesste rates and,
aithough the present economic expansion
hs
not xew any evidenee of a businees down-

eontinned longer than normal, we do

turn. Both March and May wers exieps
tivnally good sales months and June salex
aw of this wriling are fallig into the same
partern,

We arc eontinuing to improve our
internl operations, our service to custom.
al fulure

BN, ;uhl AN mmlrul avel lml.o
incurtence of product and environmental
liahilities.

Absent some sucdden ehange in the
CCONOMY OF 1N 0UY HPETatinons, we ars on
conrse for an exeellent vear,

Sincerely,

- %@W@%i

/Jamr:»s W. Bernurd
President and Chicf Excentive Officer
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1608 Noerton Building
B9 Secomd Avenne
Scatile, WA 23104
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Univar

CORPORATION

A Value Growth Company

Univar Corporation is a service business engaged
in the distribution of a broad range of
industrial chemicals. It operates through two
subsidiaries, Van Waters & Rogers Ine.
in the United States and
Van Waters & Rogers Lid. in Canada.

1988 Annual Report

BR0O00543



CONTENTS

Letter to Shareholders 3

A Lovk Ahead 5

Management Discussion and Analysis 7
Financial Statements 18

Report of Independent Public Aceomintants 34
Five-year Financial Summary 35

Board of Dircetors and Officers 36

General Information 37

Priveipal Operating Units 37

BR000544



i L et
'.‘*?«.g;,&&’:‘it*gw :

ket ]

BR0O00S545



This was a year of great accomplishment for
Univar Corporation, hoth. ﬂu.un.c:i.u.uy and organizationally.
Sales for the first tine exceeded $1 billion,
in spite of the cust and disruption involved in a major
restructuring of our U.S. husiness.
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T0 THE SHAREHOLDERS OF UNIVAR CORPORATION:

The fircal year ended Fehrnary 29, 1988 was ope of great accomplishment for Univar Corporation, 3
Consolidated sales for the United States snd Canada, at $1,117,308,000, excecded the billion doflar
mark for the first time, and earnings fur the year were np significantly.

In the United States, we dramatically improved our operating results in spite of the disruption and
expense involved in merging the people, facilities, and systems of MeKesson Chemieal Co. {acquired
Nouvember 1, 1986) with those of Van Waters and Rogers loe., our U8, subsidiary.

In Canada, Van Waters & Rogers Ltd. exceeded the $200 million (Canadian) gross sales level for
the first time, producing record profits for the Canadian operations of the Corporation,

For the year, Univar’s net earnings totaled $11,163,000, or $1.27 per sharc. In the preceding year
(which enly includes the McKesson Chemical Co. activity subsequent to November 1, 1986) net earn-
ings were $712,000, or $0.11 per share, on sales of $693,279,000.

Qur U.5. sales volume this year, at $366.664,000 reflected a 0.3% decline from the sombined
operations of McKesson Chemical Co. and Van Waters & Rogers Inc. during the prior year. Initially,
we had been concerned that buyers who had been using Van Waters & Rogers and McKesson Chemi-
cal Co. as dual sources of supply would transfer substantial amounts of business away from the
combined company. Those concerns now seem unfounded; our increased capacity to service national
accounts, our increased geographic coverage, and our greatly strengihened organization are being,
well received by customers. -

In terms of our relationships with the mannfacturers whose products we sell, reaction to the expan-
sion hus been uniformly positive. The sales and technical support we are receiving has never heeo
stronger, enabling us to enhance customer service in the areas of rf-gulalmy compliance, product
stewardship and timely delivery of needed goods.

Tn the long run we believe our organizational accomplishments for the year will prove to be of more
importance than the financial results, as they establish the base for vecurring and incressing financial
suceess in future years,

Among these accomplishmenis were the consolidation of dnplicate operations in 26 markets, the
merging of Van Waters & Rogers Inc.’s San Francisco staff office functions into those of Lhe corporate
staff in Seattle, completion of a corporate-wide review of environmental and operalional practices by
the newly formed environmental affairs department, restructuring and expansion of our marketing
effort, consolidation of two computer systems into one for aceounting and operations. and the intvo-
dnetion of new services to customers. All of these are discussed in the Management Discussion and
Analysis section of this report (pages 7-17).

At year-end, Robert A. Steinsifer retived as President of Van Waters & Rogers Inc., a position he
had held since 1983, in line with his plans announced early last year. At retirement, Mr. Steinseifer
had completed a career of more than 36 years with Van Waters & Rogers Inc., a period during which
he has seen it urow from a regional West Coast diversified distributor to North America’s largest dis-
tributor of chemicals, He remains a Viee President of Univar,

Since the spin-off of its former subsidiary, VWR Corporation, on March 1. 1986, Univar has been
engaged solely in activities related to the distribution of industrial chemicals in the United States and in
Canada. With this forus to oor business, we are moving toward the integration of the Van Waters &
Rogers Ine. activitics with those of Univar — a step we believe will produce economic benefits while
simplifying and strengthening our organization. As an imitial part of this process of functional integra-
tion, I have succerded Mr. Steinscifer as President of Van Waters & Rogers Ine. so that the Regional
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Vice Presidents as well as the President of Van Waters & Hogers Ltd, now report directly to me. We
belicve this direct reporting relationship will provide for better direction and control and for faster,
more consistent response 1o bisiness problems and opportunities as we plan (or the (uture.

On behalf of management and shareholders of Univar, | would like to express appreciation to all of
our emiployecs for their dedication and forbearance dnring this period of radical change.

1 am parcticularly pleascd by the way the people of Univar — thuse who joined our organization with

the acquisition and those who had been with Van Waters & Ragers al that time — have hecome part of

the same “team.” We vowed when uequiring MeKesson Chemical Co. that we would forge a new,
stronger operation in which every employee had an ecqual chanes 1o contribute and excell, and while
the succecding 16 months may rot have been easy ones in many ways, we believe the record shows we

have made: good progress toward accomplishing our objectives, We ave a new organization, and many

of the people who have assumed important positions and responsibilities in the expanded operations of

Univar juined us with the acyuisition or “moved np” from Van Waters & Bogers. They and their
colleagues throughout the company are making major contributions o the: suecess of our Corporation.
With the continuing support of our employees, and with the help of our Board, our suppliers and,

most pm‘tit:ulm‘ly, ol castomers, we infend to continuae Univar’s record of suoress.

Sincerely,

%'M@ (0 (e

James W. Bernard

President and Chief Executive Officer

BR0O00548



iriis to:

S

ui*éé fl.\' A%
st
:

sty
&

b

Fain
| "Gg?

b 3% o 4 g\i v

S

P
R
L b el e
a“"mﬁg"gﬁ?;’:{nﬁﬁ.w

i SN

A L
Lo




Our distribution centers, which include liguid and dry
chemical storuge, are strategically loeated
throughouwt the United States und Canada. They provide
our customers with timely, complete delivery of the
chemicals they need at competitive prices.
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MANAGEMENT DISCUSSION AND ANALYSIS

Univar has seveval preiovitivs aa o distributor of chemicals:

wem (o serve cistomers by givioe thea the broad sefection of the chemicals
they need ata fair price and with Gmely - velinhle serviee,

ave o qerve suppliers by offering un efficient. cost-cffective. responsible
weans by which they can get their produets o end gsers, goad

s Lo serve soekeby ot large by operating salely il responsibly . and by
Lietping to ensure that the chemieals we disteilnge are nsed and disposed
“I My,

of i o sale and ey,

Meeting these priovitices s cencial to providing ene shaveholders with
mewningiul, ongoing growth in the salue of the Company and their iovestieni.

Tnerewsed size and resouvees as a vesull of our acguisition of YeResson Chemicad Co. have -
proved aur ability to seeve all of eue savkeis, W lad been an industey beader in distribstion 1o the
eolings. waler Treapnent, mining, cleetronics and enerey indosteress and now we Lave greatly e
hunesd capabilities and market share 1 the food processing, phavmacesticads. cosmeties and chemival
formudation industefes, Onee of the ey wlvanteses we now cujoy is the abilitn 1o terasfor wichin the
eompany the mareket knowledge nond esperience that had been coneenteated in speeifie offiees. mar-
kets, or meographie avens,

T eapitalize oo these new strenpethn, duving the past yeae we fusve developed aonew, more sgaressive
ptrketing struciure in the Lindted States that reaches o the regionat level Newly erented positions
include Tndustey Managers for the electennies. paiats and roatings, food and chemieal compunnding
tidnsicice. Regionad Macketing Manaeers have been named for cach of the four regions in the aiied
States, and siv new National Aceonst Munueers have also been nanuad,

This vew strncture enables s o pat oue netionad and vesioun] capebilities 1o work serving national
aned Lirge regional eustomners in o more elficieat sod effective way, #Callows i to coordinnle our effors
with those of suppfiees aod costoners oo an indaster-hy-insdestey basis, We have found that suppHicra
andd ctistomers alike appecetate beine abde io come 2o Univar with new prodiete new miaskets or new

needs. poltdent thad they will be deating with w knowledgeable, experieneed. amd seevice-nriented

COMpilAY.

Environmental Affairs
Livivar — throush ils predecesor compaites — Jas been in the chemieal
distribastion business for B3 vears. We know tha the products we disteih-
e eontribute significantds wo e progeess and quality of i we enjoy, We
abso kitow thaet the proper bandling of chemicals iz as esscatial o the nver-
all ealib aod strength of the chemntead industey ss 1Uis o e environaen.

I recopnition of tis coneern. the Boasl of Diveetors has uppreved o
revised carporale policy onsafety and envirosmes il affaies, This policy
wakes uelive conymitinent o safeny god covirommental coneern a eondi-
fion of cinployment threughout Univar. This poliey hos heon inivodnensd
and commaoudented o ol engployees. with the elear nessage thal v
fature as 2 company B ted to oue ability so carey throteh on this peliey i
all Tueels of v vetivities,

Uhprerations teaining. o corberstone of our overall environmental
program. wis strengthened by the implememation of a five-part program

abined gl ereasing ronplovees" wwareness of their role i maintaining
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We offer a number of specialized services to assist custorners
in their use of chemicals. ChemCarew, for example,
our chemical waste management service. has been very well

received by customers whose processes resnlt in
leftover or waste chemicals.
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environimental safety with our business purteers and at our facilities, As
part of the treining. cach cinployec is {ested on their nnderstanding of key
elerents of the pragram.

Our envirenmental team, under the divection of Dick A, Davis, Viee
President-Fuvironmental Alfaivs, now inchndes nearly two dozen special-
ized positions reaching to the reglonal kevel, D addition, of somrse, every

employee of Lnivar is part of the envivonmental effort.

ChemCaren

ChemCGarr_ o new serviee introdueed by Univar in the United Siates Mareh 1, 1988 makes it casier for
the nation’s lnmdreds of thousarnds of elrmies waste geaeiators 1 have their waste treaied or dis-
prsed of salely and responsibly — an important cement in owr corperate commitment to prodict
stewardship and envivonmental coneern.

Chem€Care gives these waste generaiors (they renge from neighborhood dry cleaners o major
manufactisrers or other lindustriad entities) o menu of (:;ﬂ‘(?fll.l]}' atreened pmd approved tremiment,
stovage o disposal Taeilies (THDFS) to chose froin, assists them in noderstanding the procedurss and
paperwork regquired by federal. state aind loca! repdutions in dealing with the waste, and then trans-
ports the waste chemicals to the selected TEDF for ceoveling or disposal.

The market for ChemCare i very larme md cominnes t mrow witht each new environmental regnla-
tion, We expeet ChemCare to enhanee our basie bosiness of industeial chemical distribnsion by
allowing us to provide o velnabie new servies (o eistomers withont signifieant additional investment in
facilities, trucdes or persenoel. At the same tinie, Chemflare will enable us to “eluse the loop™ on the
chermicals we distribrie. ensuring that they are vecyeled or disposed of in 2 manuer that saferuacds the
E=nvironment.

The vesponse ChemCare has veceived (row customers and suppliers alike has been very positive,
We belivve ChemCare alfows us 1o provide & needed serviee 1o one customers, supphiers and sooicty at

Favge with an attractive return.

Van Waters & Rogers Lid. .

Oy Canadian opevutions had a record vear, with net earnings inereasing shoost 3096 over the provi-
pus year il gmeoss sales excerding 5200 million (Casading) for the fivst tiwe, As the Canadian economy
steengthened, purticaiucly i the Montreal, Torosto, and Vancouver markets. we were ahie to more
fully wtilize the investment in serviee capabiliites smade b these markets in revent vears.

The size and profiability of Van Waters & Rogers Lid, contivae to develop very well, b the theee
mnst recent flseal veses, sales, io L3, dollaes, have inereased siceessively from S118.378,000 1
F123.924.0000 and then 1o B150L645.000, Haeli of these yours represenied 2 new record in 1otad vol-
ume, attained desuite pesiordie weakoess in the Canadian coonomy, Combined with these sales in-
aredges, continuens atteation te expense conirol produced sfter-tay cornings, i S dollars, of
$2.386,000. 52,263,000 and 53 330,000 for the three-year period,

Fffective August bIOT. Vi Wiatees & Hopees Lad, acquiverd all of the sutstanding shives of Wing
Agri-Borve Ine., ar agricalioral chensead disteibnter with operations in Masitoba, Ghmario, and
Saskatehewsn, King, which lust yoar had sales of approximately 330 million (Canadian), is o highly
seasonal activily and. as l'xlm('h‘d_ dind nat contribsite i 1iﬁ(:zmtly 1 snles o1 (E,‘;l['l\il]gﬁ e g Sest six

months af owneeship, The upesming spring and simmer onths, however, should support the invest-
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With more than 100 full-service distribution
Sfucilities throughout the United Stares and Canada,
each employee places a high priority on
providing premium service [0 every customer,
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ment well and the new t)pl,‘:l':]l,iﬂnﬁ ate l".xpm‘:t(?u'i Lo |)rnvidt' # “eptieal
mass on which to luald vur imdustrial chemieal distribntion activities in

the prairvie provinces of Manitoha and Saskatchewan,

Van Waters & Rogers Ine,
L the Elnited States, a historicad veview of the fast theee veaes does not
provide moch opportunity for meaningful analvsis hecanse of e mujor

changes that huve occurred during the period.

For the liseal year ended February 1986, sales volume for Van Waters 1
& Rogers was B420, 150,000 and net income totalled 5,600,000, The following November 1, the
Company more than doubled i size with the acguisition of MeKesson Chemieal Co.. whivh was
aceounted for as a puechase, The acgotred operations were thas inelided for only Tour nionths of the
1987 fiscal year, but the offeet was 1o inerease sales Tor the verr Lo E504 355000, E;u'nin'g_{;u, e eirsed
Lo $2.127.000, refleeting costs velated 1o the acquisiion.

In the mast recent year, sales again jumpel — this time to 5966,604 000 — reflecting a foll veanr's
inclusion of the acquived operations, Net earnings. at 512 485,000, continued to be adversely affected
Ly comsalidation rosts. but reached o eate ol 1359 on sales.

The combined sates of Van Waters & Rogers Ine, and MeBesson Chemdeal Go. in the pre-acquisi-
tion fiscal vear of 86 was approvimately 31029553000 per veae. The slight deeline this year is con-

sistent with one emphasis on pursibiyg selectivity vather than an inerease in volune,

Personnel and Organization

Change has been o magar purt of every Univar etmiplovee™s Life sinee our aeguisition of MeRaesson
Chemical Co. Tin the United States, staffing changes were completed in the fose mes regional of laees
created at the end of fiseal 1980/87 wod r vitles where we cousobdated duplicated opevations, As
result, many emplovees have expericnced chunges in their co-workers, theie responsibilities, orin their
own physical work location,

In response to the obvious challenges such change presents, “Peam Building” heeame a dominant
theme last vear., We believe that the offort to dawe bas heew and will continue to be igh)y saeeesstol,

Ta help clarily our zoals for oreanizarional o biasiness objectives, we bl one st naiional senior
management meetings late in the vear to develop a elear concensus on the diveetion and operations of
the Company, aml an berease in bvo-way communication withio Univae and Gis solsidiaeies.

Tuo furthers strengthen management skills, Univar has initiated o formal videosissisted training
curricudum on busie skills and employee selection. Response Teoma line managers has been very eneoune-
sriryr, and we intend to expand this effoct.

Thering the past Giscsl year, the Company renegotiated collective burgabring agreemenis af ciglt
lovations. New contracts were reached at all of these offioes without work stoppage.

The merger of Van Waters & Rogevs Ine's San Franciseo area headguarters into the Linivar eor-
porate headquarters in Seattle. and eonsolidation of aceounting amd operating svstems into the
Company’s comnputer network alsoe weee compdeted in Jate T987. Oure obligation 1o gay for the sy aila-
Lility of the MeKesson Corporation computer svstem ended April 300 1988, While we wore relieved of
the duplicate exprense at that time, computer-related expenses For the upeoming 12 1o 24 woaths will
cantinne to be substantially above normal becanse of the level of outside sieppoit eequired 1o develop

and install new, wore powerful sysiems for the futuee,

11
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The nexi-gencration compider system, pmsﬁnﬂy

untler development by our Managetnent
Information Services department, is
part of our commitment to improving the systens
that enalile us 1o pr(}'uid(.' c*.\:t?m.p[rt ry seroice,
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Te provide additiunal management for the enhaneed Corporate staff, 13
W, Micolias Bamsom was elected Viee Proesideni—Adwministration. This
new position includes corporate-wide responsibibity for deta processing,
aeconning, legul services. planaipg and pevsonnel functions of the Corpa-
ration, M Samsoei, whe had been with Van Waters & Rogers Lad. sinee
1957 (most recently as Vice Presidemt and Treasurer), continues as a
Divector of the Cunadian company.

Mo Sugmsonn was suceseded as Treasurer of Vau Walers & Rogers Lid,

by M, Fred Hevisesmaun, fermerly National Cresbit Manager for the

Canwmlian \-‘-lll'mi(i.i:n‘}‘ and ao employes sinee 1972
With the retivemeni of 8y, Sieinseifer as President of Yan Waters & Ropors Tne., Me. James W,
Bernard, President of Univar, jo a move that simplifies onr orguaizationnd structuie, abso assmmed the

presidency of Von Waters & Hagers e

Liquidity and Dividends

Al fiseal year-end, the varions raties tsed by nanugement fo analyze o financial staiins were within
normal parareeters. However, we belisve our halanee shecet contains a1 substantial volume of exeess
capital not aetively employed in e hosioess, which shonlid e redeploved we omler to vedoce joterest
o, free tp boreowing capacity for profitable investnent opportunities, and generally ineeesse the
financial officiency of the Company . Priveipal examples of this exeess capital investent include
deeplicute (arsd aneed) faeifivies velated o dhe JO36 wequisition of MeKeson Chemieal Co, as well as a
vesetvable frn MeBesson Corporation which will vai he availalde matil the final resolution of o
vecenily compleied arbiveaiton refaihve bo that acquisition,

Wil depreciation reerenily running approximately 14 aiflion pev yoar, we expeet o be abile to
cover novtial revlucement of factiities on sy ongoing hasts, However, there are vilier major projects
which we may sheer 1 separaiely {inance. Prineipol snong these i3 Los Angeles. wheve we bave pur-
ehased spproisiely 36 acres of fund Tor a aew conshined Taeiline, a projict we estinute will cost
abrous $H8 milhes, At Omaba, we also Faee the ieed o eombine two existing farilittes, mnd eapeet that
ibe yeplacement fucility there will cost approntneiely 53,5 millioo, Other signiticani projects planoed
over the next five VTS inelede new constiuetion or exansion in {-‘.hivag‘n‘
Montreal. and Phoenia

By mwing a comhination of project financing and the cash procecds
from the pedepleynent of assets deseribed caelice. we feed that sur peo-
Jeeted exprenditures cao be hundled without steain,

o shovi e Company bas substandind soneees of eash o its existipg
Babaniee shees bot fir the veasons ontlined above, the tiniag of the rreeipl

andd disgribation of the cash bs aupreediviabie. To hridge anv timing mis-

maiceh thai might oceur bhetweed cash iflows and expenditores, manage

nweni matniaing banking velationships which provide borrowing rapacity

Education and training of ) ] ) ) .
. sutustaitiely ubove the projected reguivements of the busiess.

pest conteol operators is ) v _ S ) )
an important fanction for CGiven this Soapeind lexibitity . v Apel VAR tie Board of Divertors in-
VW&R's peat control ereased the dividend rare 7o 36,10 per share per gqoaiter. This wis done in
supply department in the recoaiiton of te Taen thint the dividend was se ol an extremely low rate
United States. afier the pestrocturing of the Corporption ju 1986 sad bad been main-

. b t
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Qur nationwide fleet of over 1,200 trucks and trailers includes
rigs of ol sizes and eapacities, over 400 of which
are licensed to haul hazardous waste chemicals. All are operated
by trained professional drivers who are dedicated to providing
l.[:"u?ly delit'ery ﬂ"f[ ExC‘.’llE”.t .sc:‘r'uir_'c to ownr customners.
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tained at that level untif the effects of the MeKesson Chemical Co. aconisi-
tien were clear.
The following table summarizes the Company's consolidated sules

hiztory and tremd of sales dollars and percentages of pross margin,

Sales and Gross Margin

(e thousancds of dollers) Jo88 i 19086

| — — |l 1
Sales S1,017 309 SAUE.2TY i i
Gross Margn 166 845 103,375 50001
Gzeons Margin 1. %% AU 4,90

‘Thronghout the major changes discussed, we huve maintained gross margin at 1499, providing a
rapidly increasing soream of tncome lvam which to lingnee operations.

Siock Price

“Univar's shaveholders fared well in the volatile mavkets that prevailed during the year. The
Corporation’s stork elosed at 516.50 on Febrvary 28, 1987, and hy Fehruary 29, 1988 had visen to
H18.00, a 9.1% increase,

This invrease compares with the )-vu.r-h'n-}'t‘:m‘ derrease In the 5& P 500 of 5,495, The strength of
Linivar during this period is wost likely atteibatabile o s growing recognition that the Corpoestion has
a major opportunity to improve both the guatity and the size of its husiness over the next few years,

Along with most prldiely teadel companies, onr sloek was hit hard o the Qelober 1987 “erash,”
moving feom o high of 528.00 on September 30, 1987 to a low of $14.50 on October 29, From that point
unfil the cnd of the fisea] year, the stock inereased by 24.19% 10 its 518.00 February 29, 1988 close.

The action of the market in October had no apparent ¢ffeci on the Company s bosiness, nor do we
anticipate any in the futire except to the extent that geernd ceonunie setivity inight slow in coming
munths.

The veenrd of stock prire and dividends by quarter for the three veaes anded Febraaey 29, 1988 §s
as follows:

Stork Price & Dividend Information

For the Year Eaded Murket Prieo Diviclencly 1 Fdfeetive Belroaey 28, 1980,
February 28729 Hiah Lowe Puie Univar distvibuted the stock
[ ! f ] I ] of its salmidiary, YWH
(B3] First Quatrter 10.75 16.25 ) ('-_m‘pul‘miul'l. o the then
Sevol Qe 20,38 18.38 20 Lo shareloldors i bax -
Third Quarter 2.7 LR a0 free spineoff. Arcordingly.
Fuurtls Charker L HLA 30 market priees and dividends
paied o share may oot he
a7 First Quiantor 1143 Wy e comparahle for periods alter
- L . o Fehrar 2, 1 URG,
Seeoml Quarter 15.00 .50 A5 February 28. 1986
Thied Quaser G RR ERUG 05 SO EerLive Novembor 1, 1986,
Fourth {hner i7.25 1058 3 Mebasson Gheanesd Co,
(MOCY wos aerured i a
T Fiest Quarter 20,00 16,38 05 1eanisietion weroantial for ns o
Seeoned Quaeter 23 /R L4.HE 05 |N‘Il'l'.'l.i!m'. :\(:1'|3r'1.|il1g|:_\ e
Thied Quarter 28,00 i4.50 05 operatmis of Univar inchude
Fourth Ouarter 19'7_3 1488 03 the tesubts of MO Trom that

oy foeward and warket
prices may ook be comparidie
with prior periods.
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Value-added services like custom blending of chemivals

andd lab analysis for quality control are critical
needs of many of our custoiners, Our on-site laboratories
ensure that the analysis is conducted quickly
and professionally.
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Enrnings by Quarter
Nt Errrrrr'rrg:\}

Satex Net Earnings Per Share

r - — g e |

First Quarter E275, 140000 22,769.400 32
Seconl Quarter HIRA, 173,000 H1.611,000 Al
Thivd Quapter FWAB0TO0 52250000 Hiy
Fourth Quarter B272,663.000 52,529,000 20¢

Univar’s sales volume has histovically been weakest during the December-February gquarter. The
fourth quorter, in addition Lo weather-ralated slowdowns, bears the dual birden of having fewer
rusiness davs of operation and the greatest expense variutions as we vevise acarusls sot earlier in the
brusioess davs of aperation and the great tions as w ls set earh th
yuar Lo their ap]‘n‘{npl‘iﬂlc yea =epn] leve]s,

Year-end udjustments of estiniates and zecrvals for snek ites ag LIFD tnventory valuation, sell-
insurance programs and had debt reserves, thongh monitored on a quarterty hasis throughout the
year, are subyject W unantcipated changes and can requive significant adjustments to aceruals during
the final yuarvierly period. This yeae the effect of these year-end adjustiments was positive, despite the
secrual of an additional $3 million in environmenial reserves at fiscal veae-end,

Quitlzok

Originally we estimated that the restrocturing necessary to canitalivze en the benefits of the MoResson
Chetrdeal Co. acynisition wonld 1ake two to theee vears. At fiscal year-end, 16 menths had passed sinee
the acuisition and we were well shead of schednle,

We have completed a major ux'gur\jz;ﬁinnai resirncturing, consolidated physical faeilities in 26 eities
across the United States, introdueed @ new interim compuier systent, begun work on developing a far
maore powerful fotmee information processing network, and istroduced o new cagerly awalted program
of chemical waste management services. We take great pride in our snecess in combining two diverse
eorporale enllnres to create a new one thai wi: think encompasaes the hest coualities of each,

Recognizing that thes: achievements wean new opportunities for them and a more sobid pesition as
industey leader for their Company, our craployees are proud and enthnsiastic, amd show it in the ex-
eeptional level of service they provide aur custorres.

{Dur inereased capabilities in responding to the regulatory and environmental reqmirements are very
evident, and our ability to service national as well 2s tocal customers also has increased signifieanily,
The Company's growing knportance io ot supplicss hos been svidenesd by the increased techigead
and field sapport they are providing aud this in tarn has helped ns improve our seeviee o onstomers,

Univar is entering a period of groat opyortunity and challenge.

17
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BOARD OF DIRECTORS

Jares H. Wiborg (1964) 4
Chairman and Chief Strategist
Univar Corporation

Jarmes W, Bernard (1986)% ¢
President and Chief Executive
Officer

Univar Corporation

H.P.H.Crijns (1986)}*
Chairman, Managing Board
Pakhoed Holding N.V.

Oil and chemical storage and
transportation

Richard E, Engebrecht (1984} %1

President and Chief Executive
Otfficer

VWR Corporation

Industrial distribution

M. M. Harris (1960) 1.5-¢
Retired Chairman
Univar Corporation

Mark W. Hooper (1986) °
President

Pakhoed Development Ine.
Oil and chemical storage and
transportation

Curtis P. Lindley (1984) 54
Chairman of the Board
PENWEST LTD.

Grain processing

Robert 8. Rogers (1970) %5
President

Lands-West, Inc.
Recrvational real estate
developers

Andrew V. Smith (1982) '
President

Pacific Northwest Bell
Telecommunications

William K. Street (1975) 12
President

The Ostrom Company
Mushroom growers and
distmbutors

Nicovander Vorm (1987} ¢
Chairman-Executive Board
Holland America Line
Cruize and travel related
inndustries

G. Verhagen (1986) ¢
Managing Director

Pakheed Holding N.V.

Oil and chemical storage and
transportation

Lowry Wyatt (1975 %4
Consultant and Retired
Semor Viee President

The Weyerhaeuser Company
Forest products

Emeritus
Nat 8. Rugers

{ }Ycar of election as Dircetor of
Univar Corporution ur
Predecessor

Audit Committee
Compensation Commilters
Executive Committen
Mununating Committes
Pension Committee
Publis Policy Cominitiee

S L

OFFICERS

James H. Wiborg
Chairman and Chief Strategist

James W. Bernard
President and Chief Exceutive
Officer

N. Stewart Rogers
Senior Vice President ~
Finance

Nicoluas Samsmn
Vice President —
Administration

Dick A. Dawvis
Vice President —
Environmentat Affairs

David C. Gentry
Vice President —
Human Resources

Albert C. McNeight
Vice President
President,

Van Waters & Rogers Lid.

Gruenter Zimmer
Vice President -
Engineering

Robert A. Steinseifer
Vice President

Gary E. Pruitt
Treasurer

Barry C. Maulding

Corporate Secretary
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GENERAL INFORMATION

Counsel

Shidler McBroom Gates & Lucas
3500 First Imersiate Center
Seattle, Washington 98104

Independent Public Accountants
Arthur Andersen & Co,

Norton Buildiag,

801 Second Avenue

Seattle, Wushington 98104

Transfer Agent and Registrar
The First Jersey National Bank
(One Exchange Place

Jersey City, New Jersey 07302

For shareholder inquiry, contact
Sharcholder Services

520 DMike Tower, Suite 2134

5320 Pike Street

Seattle, Washinpton 98101-4004

Stock Fxchange Listings

Common Siock

New York Stock Exchange
{Symbaol UVX)

Pacific Stock Exchange
{Symbhol UVX)

9-3/4% Dehentures

New York Stock Exchange

10-K Report Avnilable
Shareholders interested in
obtaining the Annual Report
Form 10K filed with the
Securities and Exchange
Commission should contact
Barry C. Manlding, Corporate
Secretary, Univar Corporation,
1600 Norton Building, 801
Second Avenne, Seattle,
Washington 98104, Copies are
available withow charge.

Annual Meeting

The Board of Dirertors has set
the Annnal Meeting of Share-
holders for 9:30 a.m., Angust 26,
1988. The meeting will be held at
the Museum of Flight, 9404, East
Marginal Way South, Seattle,
Washington. Formal notice of
meeting is being mailed to share-
holders of record June 28, 1988,

PRINCIPAL OPERATING UNITS

Van Waters & Rogers Inc.
General Offices:

1000 Norton Building

801 Second Avenue
Seattle, Washington 98104

OFFICERS

James W. Bernard
President

Bevan A. Cartes
Regional Vice President -
Western Region

Terrance H. lrvine
Repional Vice President -
Southwestern Region

James F. Lacey
Regional Vice President —
Central Region

Darwin H. Sunpson
Regional Vice President —
Eastern Region

Norman R. ERmann
Vice President —
Pest Control Supplies

(rerald R, Fischer
Vice President
Marketing

Daniel McCrshill
Viee President —
Environmental Projects

David J. Posthumus

Controller

Van Waters & Rogers Lid. 327
(eneral Offices:

1.0, Box 2009

Vancouver, British Columbia

Canada V&R 3R2

OFFICERS

Albert C. McNeight
President

Fred Hermesnann
Treasurer

R. Keith Yardley
Secretary

Muriel Muckwen
Assistant Treasurer

BR00O0581



Univar

CORPORATION

801 Second Avenue
1600 Norton Building
Seanile, Washington 92104

Printed in U3A

BR0O00582






LA VAR Ey 1755
_,_._.—--'"'"'"-_-—""‘-—-..._____‘_

ITEM 3. LEGAL PROCEEDINCS

The Corporation is involved in various contractual, warranty and public liability cases and claims
which are considered normal to the Corparation’s business. The liabilities for injuries to persons or
property are frequently covered by liability insurance and the deduetible portion of the liabilities,
where applicable, have been acerued in these financial statements,

A former division of Univar and a present and a former subsidiary have been named as “potentially
responsible parties” relative to cleanup costs associated with twenty-three independent waste disposal
or waste recyeling sites which are the subject of separate investigations or proceedings concerning

wastes at each site,

The Corporation is also a defendant in 3 lawsuit Bled by UCI Corporation, which leases an ;
industrial chemical distribution facility in Albuguerque, New Mexico to the Corporation. The suit
alleges the operations of the Corporation have caused soil and/or groundwater pollution on the site,
UGI and the Corporation have entered into ap agreement to share the cost of an investigation. No
agreement has been reached on the sharing of ultimate cleanup cost, This site is alsp part of a
government investigation concerning alleged groundwater pollution in the South Valley Albuguergue
area. Several other companies are also involved in this investigation,

Ten sites owned by the Corporation and one leased site are the subject of separate governmental
proceedings or investigations concerning alleged soil and/or groundwater contamination,

While the results of the proceedings and colaims against the Corporation are not presently
determinable, based upon the information presently available, management believes thar the amount
of losses that might be sustained from these cases is not likely to materially alfect the Corporatian's
financial position or aperations in the future,

Liability insurance which would respond to claims arising oul of pollution is not now practically
available. Accordingly, ather than a large deductible poliey covering liabilities from sudden and
accidental poliution incidents up to §30.000,000 per incident, the Corporation does not now have
envirenmental impairment liability insurance but has provided reserves to cover estimated remedial
costs,

As an industrial chemical distributor and handler of hazardous and potentially hazardous waste
materials, complance with environmental laws will continue to impact the Corporation’s operations,
Ffor the years 1988 and 1987, the Corporation spent approximately $1,600,000 and $1,300,000, respec-
tively, relating to environmental matters for elective actions and to comply with federal, state, or loeal
environmental regulations. At February 1988 and 1987 the Corporation had reserves for environmental
matters of approximately $11,300,000 and $6,100.000, respectively,

A note in the principal amount of $10,100,000 plus accrued interest, related to a July 1984 sale by
the Corporation of a former facility, went into default in May 1986. The Corporation had previously
sold the note with recourse, Upun default the Corporation collected $3,750,000 by calling upon a letter
of credit provided as security by the purchasers. In December 1986, the Corporation foreclosed on jts
deed of trust and repurchased the property at the foreclosure sale that it had originally sold in
July 1984,

The purchasers and the bank which issued the letter of credit then made various claims for
damages or recission, or for preferential rights to the proceeds of the December 1986 foreclosure sale
of the property.
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In the United States, it is estimated that-as many as

i underground storage tanks are in place. Of this
number, 1.5 million are small tanks used for containing heating
il at private homes and for gasoline on farms. Another 1.2 to
1.5 million tanks contain gascline and other petroleum products
at service stations. - Fingldyy..aRout 500,809  EEnRETERTIES T

Mo FADDEXCIal  eshablieiuvelts .  Although

some of ~these tanks have been in place for many years, only

recently has concern been focused on the threat these tanks
pose to the environment. As a result of this concern, U.S5.EPA
on September 23, 1988 adeopted regulations for underground
storage tank ("UST") systems containing regulated substances.

In accordance with Section 9003 of the Resource Conservation

. . e e ——r—————— T

and Recovery Act ("RCRA™), these regulations establish measures
_ [ A

for both new and existing UST systems to prevent, detect, and

e ]

clean up releases from these systems. These rules hecame

effective on -Bacember- 2@z

1. Regulated USTs

The final rules are applicable to tanks that contain a

“

regulated substance. A regulated substance 135 defined as
{1) any substance listed under Section 101(14) of CERCLA,
except those regulated as hazardous wastes under Subtitle C of
RCRA and (2) petroleum, including crude o0il or any fraction of
crude pll that 1s ligquid at standard temperature and pressure

conditions. Regulated =substances alsc include, but are not

BR000584
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limited to, petroleum and petroleum based substances comprised
of a complex blend of hydreocarbons derived from crude c¢il by a
process of separation, conversion, upgrading and finishing such
as motor oils, jet fuels, distillate fuel o¢ils, residual fuel
oils, lubricants, petroleum solvents, and used oils.

U.S.EPA . .amaBiled. @ rom regulat i ol il e O
tanks. First UST systems containing mixtures of hazardous
wastes and regulated substances are excluded because they
contain hazardousg wastes and, thus, are regulated under

'\\\

Subtitle C qﬁﬁuggRA. , Second, tanks that contain requlated

P

substances for operational or consunptive purposes on  the
premises, such as  hydrualic lift tanks and electrical
equipment, are excluded because they pose a relatively low
level of risk compared to other types of storage tanks. Third,
wastewatar treatment tanks, including any oil/water separators, -
that are subject to regulation under Sections 402 or 307(b) of
the Clean Water Act ("CWA") are excluded to aveid dual

regulation. Finally, there are three de minimus exclusions:

x tanks that have a capacity of less than 100
gallons;
* tanks holding a very low concentration of

regulated substances; and

* tanks that sServe as emergency bachk-up tanks,
holding regulated substances for only a short

pericd of time and emptied expeditiocusly.

=-10-
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2. Technical and Operatjonal Requirements

A numbet of technical and operational requirements
must be satisfied under the new UST regulations. New tanks
must be designed, manufactured and installed in a specific

manner . “aBxiWking tanks. mustbéltpgraded; over d NFETHEEPVHL

TESRUEHEH FE vhat T releagesc 'of  hazardous  substeaneiEs et net

SHOM ., Such upgrades include the retrofittindliof these tanks

with corrosion protection and spill and overfill contrél

equipment . Finally, release detection for all existing

underground tanks must be phased in within a period of five
vears depending on the age of the tanks.
3. Releages from UJT Systems

The final rules require owners and operators to repory

a suspected release immediately to Ehe implementing agency.

Once a release is suspected and reported, a site investigation

must be conducted in order to confirm the release. The site

investigation steps are as follows:

* owners and operators must conduct tests that

determine whether a leak exists in the portion of

the tank that routinely contains product or the

attached delivery pipe or hoth;

* owners and operators must repair, replace or
upgrade the UST system and begin a corrective
artion if the test results for the system

indicate that a leak exists;

-11-
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* owners and operators must conduct a site check if
the test results for the system, tank or delivery
piping do not indicate that a leak exists but
environmental contamination is the basis for

suspecting a release; and

* owners and operators must conduct a site check to
measure for the presence of a release where
contamination is most likely to be present at the
UST site, taking into consideration the nature of
the =stored substance, the type of the initial
alarm or cause for suspicion, the type of
backfill, the depth of groundwater, and other

appropriate factors.

The purpose of the site investigation is to measure
for the presence of regulated substances and provide a
preliminary indication of the need for and scope of further
corrective action. The final rule does not require owners and
operators to use any particular type of measurement method or
assessment technique. However, they are required to measure
for the presence of regulated substances in the area where
contamination 1is most likely to be present. If the test
results forming the excavation zone of the UST =site indicate
that a release has occurred, owners and operators must begin

CREIRGEIVE action.

12—
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. 4. Qorrective Action Requirements

Corrective action will not be initiated until the UST
system and UST site are investigated and a suspected releasze iz
confirmed. Once the release is confirmed, owners and cperators
must comply with the following basic requirements in order to
ensure an effective response. First, within 24 hours of a

release, the owners and operators must:

# report the release to the implementing
agencies;
* take immediate action to prevent any futther

release of the regulated substance inte the

environment; and

* identify and mitigate fire, explosion, and

vapor hazards.

Second, unless directed otherwise by the implementing agency,
the o¢wners and operators must perfocrm the following abatement

measures:

* remove as much of the regulated substance
from the UST system azx is necessary o

prevent further release;

* visually inspect any above ground releases
or exposed below ground releases and prevent

further migration of the substance:

[ [
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* continue to  monitor and mitigate any
additional fire and safety hazards posed by
vapor or free product that has migrated from
the UsT excavation zZone and entered

subsurface structures;

® remedy hazards posed by ceontaminated soil,
including compliance with applicable state
and local requirements for s0il treatment

and disposal;

* measure for the presence of a release where
contamination 1is most likely to be present;

and

* investigate the possible presence of free
product and begin free product removal as

s00n as practicable,

The owners and operators must perform an  initial
characterization of the site and the nature of the release and
then submit this site characterization to the implementing
agency within 45 days of release confirmation. If soil and
groundwater contamination is identified, then the owners and
operators must determine the full extent and location of

contamination.

-14-
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If the investigation showswégg*@ﬁgggﬂmf"

wmﬁgﬁﬁ@ﬂhﬁﬁﬁﬁﬂhm‘§he implementing agency, at any point after

reviewing the site characterization, may require owners and

“operEhone.£a-submit ‘d corrective action plém to respond to this
contamination. This plan must be adequate to protect human
health and the environment. After épproval 0f the corrective
action plan, owners and operators must implement the Plan and
monitor, evaluate, and report the results of implementation.
Corrective action plans may require the -complete TEMEvaL of Fhtm
Teakify ‘tatiks and the cleanup of so0il centaminatisn “Hown Mo

“flﬁﬁﬁlﬁﬂﬂHEqntiated'1with:-thm“vimplementing' agency. If so0il
contamination is extensive, the costs of such cleanups could
reach into -the willeons . of -dollers .

5, UST_Closures

%JUE{T1H%§%,Q§VE 8oL been qu:&sl for..a yesr: musta
%@%ﬁ%&@@@ﬁﬁﬁﬁjQrm@ﬂ@%@?gﬁg@ﬁﬂﬂﬂ. The federal UST regulations
Wt

establish a number of specific requirements for the closure of
USTs. The principal objective of the UST system closure
requirements is to identify and contain existing contamination
and to prevent future releases from UST systems no longer in
service. Because a large number of existing UST systems are
expected to close 1in the next five to ten years, U.S.EPA
believes it iz important to require proper management
procedures for out of service UST systems so that contamination

due to improper closure can be prevented.

~15-
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To permanently closze a tank, owners and operators must
empty and c¢lean the tank by removing all liquids and
accumulated zludges. ALl tanks taken out of service
permanently also must be either remeoved from the ground or
filled with an inert solid material. Either method may be used
regardless of the location of the tanks. Thus, any tank
located under orx immediately adjacent to another structure does
not need to be removed 1if all of the liguids and accumulated
sludges are removed and it is filled with an inert solid
material, Although not mandated in the final rules, adherence
to the guidance set forth in accepted industry consensus codes
concerning closure and cleaning of tanks will ensure the safe
handling of tanks and minimize the risk of releases during
closure. The final step in the closure process 1is the
completion of an excavation zone assessment. The owner of the
USTs must sample and remove all so0il contamination found during

the removal or closure of the tanks.

C. The Disposal of Polychlorinated Biphenyls ("PCBs™) Under
the Toxic Substances Control Act ("TSCA"})

Commercial production of PCBg in the United States began in

1930. The stability and fire resistant properties of PCBs were
invaluable as fluid additives 1in manufacturing operakions.
From 1930 to 1977, when the producticon of PCB containing f£luids
ceased, approximately 1.25 billion pounds of POBs were scld for

industrial purposes. Because of its resistance to dearadation,

16~
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IV. Conclusigns

The identification and remediation of environmental
contamination and attempts to gquantify and control the
assoclated 1liabilities and costs 15 not an  easy task.
Understanding the scope and purpose of federal, state and local
regulations is the first step in developing accurate
assessments of business opportunities and liabilities.

As has been sget forth, the operation of a commercial or
industrial Dbusiness may implicate a number of environmetnal
laws imposing strict compliance requirements on the ogperating

entity. Operating requirements under RCRA and them

?W;ﬁwhuﬁﬁﬁﬁﬁsidéred.
nesegaitate the COMPTELLGH S e rovtm

”‘Equmaiﬁqﬁiﬁﬁ.a“ An establishment using PCB
transformers may expose itself to significant costs in the
event that conditions exist which require specialized disposal .
of PCBs or PCHB Items. Similarly, asbestos removal
contingencies cannot be ignored.

With respect to Superfund ¢leanups, while liability and
costs are liKely to be extreme, a business operation can
control through participation in the RI/JFS and cleanup process,
the costs and ultimate implications. of the c¢leanup on the
market value of the entity, Such an opportunity should not be
wasted as evidenced by the escalatking costs generally

associated with U.S5.EPA conducted clenups.

~-379-
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. Finally, becausze the applicable tequlations are 50
pervasive and costs so potentially debilitating, an appraisal
must carefully consider the totality of anvironmental
contingencies associated with commércial and industrial
business. Whenever possible and practicable, environmental
audits should be performed. At the very least, environmental
audit-type questions must be addressed to ensure accurate

valuations are being conducted.

(517 7w—JWW)
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Cctober 14, 1983

CONFIDENTIAL

Trustee

Employee Stock Ownership Plan
Angeles Chemical Co.

P.Q. Box 2163

Santa Fe Springs, California 90670

Gentlemen:

You have requested we establish the fair market value of the
common stock of Angeles Chemical for Employee Stock Qwnership
Trust (ESOT) purposes as of April 30, 1988.

Our evaluation places a fair market value of $1,730,000 on the
common stock of Angeles Chemical Co. as of April 30, 1983. Based
on 54,065 A and B common shares outstanding, the value per share
is $32,00. This evaluation is derived from adjusting book value
with scme support from a positive cash flow.

Earnings prospects can change, as can the general sconomic

climate. Faedaral regulations require that the Company's common
stock be reevaluated at least annually for ESQT purposes.

- Very truly yours,

MENKE & ASSOCIATES, INC. ,

Eric M. Bramstedt

EMB: aw
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INTRODUCTION

Angeles Chemical Co. ("Anchem" or the "Company") has requested
Menke & Associates render ikts opinion as to the fair market value
of the Company's common stock in connection with transactions
invelving the Company's Employee Stock Ownership Trust (ESQT}.
This valuation is based on financial data provided us for the
Five fiscal years ended April 30, 1988 and is determined by
valuation methods derived from capitalizing cash flow combined
with adjusted book value.

In that regard, Menke & Associates places a fair market value of
51,730,000 or $32.00 per share on the commen stack of Anchem as
of April 30, 1988 based on 54,065 A and B shares outstanding.

Anchem is a2 closely held corporation with no present markat for
its common stock. It is a regional Southern California liquid
chemical distributor whose products are primarily used in indus-—
trial and commercial coating applications. Sales in fiscal 19838
were $9.4 million, having dropped steadily from a peak of

$16.8 million in fisgal 1982. Anchem essentially broke even in
fizcal 1987, the first year of nonprofitability since its found-
ing in 1972. The Company has a solid balarnce sheet with
essentially no long-term debt.

Scope of the Valuation Study

The purpose of this valuation study is to determine the fair
market value of a minority interest in the common stock of Anchem
as of April 30, 1988 for transactions involving the Company's
Employee Stock Ownership Plan.

In performing this valuation study, a variety of data and
_assumptions were used. The financial information on past perfor-
mance was gathered from the financial statements of Anchem as
prepared by its accounting firm for the past five fiscal years.
We have included in Appendix I a copy of Anchem’s most recent
financial statement for the year ended April 30, 1988.

Projections of expected future finaneial performance through
fiscal 1989 were provided by management. The appraiser has
visited the Company's facilities in Santa Fe Springs, California.
Interviews were held with members of management and with certain
outside sources with regard to the chemiecal distribution industry
and Anchem's relative position within the industry.

In ascertaining the value of the Company, published data on
publicly traded companies was utilized in an effort to find
gomparable ¢ompanies. There were no companies which were found
to be directly comparable. .
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Prior ESOP Valuations and Reports

Anchem's ESOP was established during fiscal year 1984 as a
conversion. from a profit sharing plan. ESOP valuations for 1944,
1985 and 1986 were prepared by Charles BH. Stark, Jr., PC; the
fiscal 1987 and 1988 valuations were conducted by Menke & Associ-
ates, The table below illustrates the aggregate ESOP (minority
interest) wvalues relative to certain financial criteria:

ESOP Valvation Summary

Times
Aggregate Parcent of Gross Operating Pracax
Data ESOP Valuge Sales Assats Bouity Profiit Income = Earnings
K30 /69 F7,550600  72% et 965h 0757 | Aesg Aeg
- 4/30/88 51,730,000 18.3% 56.5% 4% 0.72X Neq. Neg.
4/30/87 2,122,804 20.2 65.0 100 0.78 22.6X 26.3X
4/30/496 2,600,000 21l.4 79.2 127 1.17 3l.3 12.1
4/30/85 2,500,040 18.5 78.0 140 1.12 10.% 6.0
1/01/84* 2,256,000 15.0 7..8 134 1.14 17.2 6.3

* Using FY 4/30/83 financial results

Per share wvalues were 532.00 and §39.25 on 54,065 Class A and B
shares in fisgal 1988 and fiscal 1987; $548.20 on 54,209 A and B
ghares in fiscal 1986; and $44.20 on 51,867 A and B shares in
fiscal 1985.

Menke & Associates' fiscal 1987 valuation conclusion was
documented in a report dated November 1987 and which is herein
incorporated. Among other information, this report contains a
deseription of the chemical distribution industry: Anchem's
higtory, operating description and management; and the valuation
methodology employed,

Limitations of this valuation

In preparing the valuation, Menke & Associates relied upen and
assumed the accuracy and completaness of all financial, statisti-
cal and other information provided by Anchem., Menke & Assoclates
also considered information based upon other publicly available
sources which it beliaves to be reliabla, howaver Manke & Aczo-
ciates and the appraiser do not guarantees the accuracy and com-
pleteness of such information and did not independently wverify
the financial statements and other information, The appraiser is
not aware of matarial cmissions or understataments which would
affect values contained in this report. The fair market value
arrived at herein represents the appraiser's considered opinion
based upon the facts and information presented toc him. No legal
opinion is expressed by this report and its accompanying docu=-
ments.

This appralisal is intended for the purpose{s) stated herein. Any
other application by the Company, its shareholders and others may

not be appropriate.

-2-
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Neither the apprajiser nor Menke & Associates, Inc. has any
present financial intarest in Anchem, and the fee for this valua-
tion is not contingent upon the value(s) determined. The guali-
fications of Menke & Associates to undertake this valuation are
summarized in Appendix II.
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II. VALUATICON PROCESS

The stock in this valuation has been evaluated based upan: .
(1) the pertinent principles, regulations and guldellnes of the
Internal Revenue Service; (2) analysis of the Company's financial
statemants; (3) thorough discussions with management; and

{(4) analysis of relavant industry conditions and other factors.

Definitions

The following terms will recur throughout the valuation and
should be understood by the following definitions, except as
otherwise noted:

Fair Market Value —— The Internal Revenue Service has
defined "falir market value" in Revenue Ruling 59-60, issued
in March 1959, as:

"...the price at which the property would change hands betwaen
a2 willing buyer and a willing seller when the former 1ls not
under any compulsion to buy and the latter iz not under any
compulsion to sell, both parties having reasonable knowledge
of relevant facts. Court decisions £requently state, in
addition, that the hypothetical buyer and seller are assumed
ko be able, as wall az willing, to trade and be well informed
about the property and concerning the market for such prop-
ecty.”

This definition is widely accepted and uszed in courts of law
and in tax literature and is the most widely used approach
in valuing closely held securities. It is the basic defini-
tion upen which we have telied in determining the fair mar-
ket value of the Company's stock. Revenue Ruling 59-60 was
isgued for estate valuation purposes, but is not limited to
that use. It serves as a guide in virtually all valuation
situations reqguiring the determination of fair market value.

Pretax and Pre—-Contributicon Earnings -- Pretax earnings
refer to earnings or 1ncome before federal, state and local
income taxes. Pre=contribution earnings refer to pretax
earnings before dlscretlcnary employee benefit plan contri-
butions.

ESOP -— Employee Stock Ownership Plan and ESQT -~ Employee
Stock Ownership Trust refer essentially to the same entity
and for purposes of this valuation c¢an be considered inter-

changeable.

IRS Guidelines

In general, a company whose securities are traded in vaolume by
informed persons in a free and active market has its fair market
value determined continuously. The prices at which the securi-
ties of such a company trade are a reflection of the collective
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